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LI bidll DUl ledUilliyg-cude (eClhinaeioygy Lhdl ITIdke criicational tne go-1to company 1or reaeral govern
customers who need urgent problems resolved quickly. It's more than our comprehensive understanding q
centracting that gives Sf International the flexibility to respond to customer needs as they emerge.

It's more than our decades of experience that lets us not only react to changing mission requirements,
but anticipate them and deploy solutions that meet them.

It's our people. People who understand the mission. People who come to work knowing that their effortg
will make America stronger, our families safer, and our homeland a better pl:ace to live.
| |

Program Management & Acquisition Support

Integrated Solutions Development

Systems Engineering

Network Solutions
Information Security
Logistics
Records Management

Learning Solutions

Mission-
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Si International, a member of the Russell 2000 and S&P SmaliCap 600 indices, is a provider of information
technology and network sclutions {IT) to the Federal government. We defing, design, develop, deploy, train,
operate, and maintain mission-critical solutions for civilian, defense, and intelligence agencies, S/ International’s
Rapid Response ¢ Rapid Deployment® capabilities are aligned with the Federal government’s most urgent prioritieg

Federal IT Modernization
Defense Transformétion
Homeland Defense

Mission-Critical Qutsourcing

Financial Highlights

{Amounts in thousands except diluted earnings per sharg)

For fiscal year endad 2004 2005 2006

Revenues $ 262,308 $ 397,919 . $461,970 $ 510,820
Operating Income 20,735 33,970 40,640 38,634
Net Income 10,877 16.937 ' 20,153 19,293
Diluted Earnings per Share 1.14 1.45 1.56 1.45
Stockholders’ Equity 145,070 167.869 239,212 260,703

'EBITDA is detined as GAAP nat ncome (1oss) plus other expensa incomel, INterest gxpense, Mcome taxes. deprecation and amortization, stock compzensation. an amorlzatian of iIntangible assets
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Rapid Response ® Rapid Deployment®

For nearly a decade, the people of S/ International have been making a difference in the
security and productivity of the United States by providing the Department of Defense, the
intelligence community and civilian agencies of the Federal government with information
technology (IT; solutions. Our Rapid Response ¢ Rapid Deployment® methodology allows
our employees, who ae in constant contact with their customers, to reach across our
organization and find 1he necessary resources and expertise to identify and implement
the most effeclive solution.

By emphasizing a culture of respect - where everyone’s insight and opinion makes a difference
— we can reaci quickly 1o customers' needs. At S/ International, our people go to work every
day knowing that the products of their labor are not just systems or components, but rather
mission-critical solutions that meet the high-priority needs of our country. Our greatest resource
is our people.

They are the onzs who demonstrate our proven track record of solving real-world problems through
the application of innovation and technology. They are the ones who provide robust solutions
on assignments within budget, and often ahead of schedule. They are the reason for our numerous
industry awards and recognition. They are the ones who deliver, time and time again, superior
performance to our customers.

Everyday, our teams cf highly dedicated professionals define, design, develop, deploy,
train, operate, and maintain IT and business process outsourcing solutions that provide
tangible benefits to both our government customers and taxpayers. Our engineers help improve
situational awareness for soldiers engaged in combat. Our application processing teams assist
immigrants in living the American dream. Our information security tearns help keep the nation’s
vital intelligence safe. Our committed technical experts deploy border security systems around
the world.

St Internationa! is approximately 4,500 employees in nine different practice areas delivering
Rapid Response * Rapid Deployment solutions. This Annual Report highlights their stories.




Dear Fellow Stockholders:

The year of 2007 was both a rewarding and challenging
year for Si international. With a difficult Federal [T spending
environment, that was highlighted by a full year continuing
resolution for the civilian agencies, we continued to focus on
growing our business. Through additional work from existing
customers, by winning hard-fought proposal efforts for new
contracts as well as re-competes, and closing on a strategic
acquisition, we found opportunities to grow, We continue to
position Sf Infernational as the company our clients think of for
mission-critical assignments, where failure is not an option.

Our areas of focus — Federal IT Modernization, Defense Transformation, Homeland Defense and Migssion-Critical Quisourcing — remain
the Federal government's priority areas. Our ability to combine organic growth with carefully screened acquisitions contributed to
driving our revenues over the half-billion mark for the first time in our Company’s history. Our Rapid Response * Rapid Deployment®
capability has proven successful time and time again, not only with a long stream of satisfied customers but also with our increasingly
impressive tally of major contract wins.,

All of this, of course, would not be possible without the remarkably talented and dedicated professionals who rapidly respond to our
clients’ mission-critical needs every day, and successfully deploy innovative solutions that leave our customers satisfied. Throughout
this year's annual report, they will be our voice in describing how what we do makes America stronger.

Fiscal 2007 Highlights

* Revenues grew by 11% to a record $511 million

» QOperating income was $39 million

¢ Net income was $12 million or $1.45 per diluted share

Rapid Response ¢ Rapid Deployment for Mission-Critical Tasks

As you will read in the pages that follow, S/ International’s Rapid Response » Rapid Deployment approach allows us to combine
the agility and customer focus normally asscciated with smaller companies, with the reach back and deep technical capabilities
of a farge systems integrator. Our customers know that we stand ready to flex our resources company-wide to meet their needs,
giving them confidence, and our employees great pride, in the work that we do. Whether it is increasing a visa processing
center's capacity to handle an increase in work flow almost overnight, assembling a team on a few hours notice to maintain a
vital border security system, or launching a crucial training system for the Air Force in a matier of weeks, Sf international can
quickly bring to bear the resources needed to accomplish the mission, and to meset our customers’ goals.

Balanced for Strategic Agility

While our Rapid Response ¢ Rapid Deployment methodology provides S international with tactical agility to respond to and quickly
resolve our customer’s mission-critical [T needs, our balanced approach to the Federal [T market affords us the same kind of agility
in our overall business strategy. With our customer portfolio being balanced between our defense customers and civilian
agencies, we have the flexibility to withstand any short-term impacts — while aligning with longer term investment themas that will drive
the next decade or more of Federal government IT budgets. Approximately, 80% of our 2007 revenues were generated as a prime
contractor, the same proportion as last year, underscoring the strategic relationship we enjoy with our customers.

LOGTEC Acquisition Creates Our Ninth Practice Area

One of the most successful announcements we made in 2007 was the addition of Dayton, OH-based LOGTEC to the
Si International family. Si International has been built through both acquisition and organic growth. The rapid, thorough, and
successful integration of each acquired company into our culture and operational environment is vital. LOGTEC is our most recent
example of success in this area.

With the integration of LOGTEC, S/ international now provides vital logistics management and tracking services for such programs
as the F-22 Raptor fighter aircraft, the newest, most advanced weapon platform in the United States’ arsenal, This addition of a
ninth practice area to our menu of services means that we offer customers on both the defense and civilian sides of the Federal
government an even more comprehensive solution for the complete technaology life cycle. It also places Sf International in an even
stronger position to capture work related to Base Realignment and Closure (BRAC) activities, which wil be a significant driver of IT
infrastructure spending for several years to come.




Customer Sectors Revenue
(Fiscal Year 2007)
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Industry Awards

During 2007, we received a two major recognitions that highlight the outstanding work being performed by SI International. First,
we were named the "Technology Supplier of the Year” by The Boeing Company. This selection was based on stringent performance
criteria for quality, on-time delivery, cost, and customer satisfaction. This award demonstrates our passion for excellence and
ability to apply enterprise architectLre expertise across a broad range of applications.

This past Octeber, we were namec¢ “Large Contractor of the Year” at the 5th Annual Greater Washington Government Contractor
Awards. This award honors a company for its distinguished financial and operational accomplishments, and for outstanding
contributions to its employess, the government contracting industry, and the Federal government.

Major Contracts for IFuture Growth
During 2007, Sl International’s signif cant investment of resources in the pursuit of new business yielded important contract wins. Total
bookings for 2007 were approximat:ly $741 milion. These contract awards will contribute to our organic growth in 2008 and beyond.

In our Homeland Defense focus area, Sf international was awarded a $225 million Service Center Operations Support Services prime
contract (SCOSS) with the Department of Homeland Security's U.S. Citizenship and Immigration Services. With our past experience
supporting the Second Line of Defense initiative, we recently won a new subcontract to provide systems communications and
software for nuclear non-proliferation program.

Opportunities for Fulure Acquisition

We have long maintained a comprehensive growth strategy that combines organic growth with carefully executed acquisitions.
8! International employs a rigorcus: screening process to make sure that any acquisition we do makes a positive contribution to
shareholder value. We continue to look for opportunities that can expand our geographic reach, customer base, and intellectual
capital in areas that are: aligned witn our focus on high priority assignments within the civilian and defense agencies.

Positioned for Long-Term Success

As America enters a Federal election cycle, we are confident that Si international is positioned to aggressively take advantage of what-
ever changes may occur in policy and spending and more importantly that our existing areas of focus will remain aligned with Federal
[T priorities regardless of the presidential election cutcome.

Looking forward, we s2e opporturities across a number of important areas where S/ Infernational has well established customer
relationships. Our successful track record of execution includes: program management for the intelligence community, Second Line of
Defense systems, net-centric services, and outsourcing support associated with BRAC.

In closing, | would like t2 acknowledge the people of 57 international as the real drivers of our success, Their dedication to duty, to the
mission they support, nd their creativity in meeting customer needs are key to our Rapid Response ¢ Rapid Deployment successes.
With their hard work, &f intermational remains positioned with a significant backlog, and the ability to identify and meet the changing
needs of our customers. We could not do any of this without the Sf International team, and that is why their stories are the best way
we could tell you about what we ar2 doing for this country.

Finally, 1 thank you, our stockholders, and our board of directors, for your continued support.

ALl

S. Bradford Antle

President & Chief Executise Officer
St International
Aprit 16, 2008




Our Areas of Expertise

S! International supports Federal IT clients in the Department of Defense, intelligence community and
civilian agencies throughout the complete technology life-cycle. We combine the skills and expertise of our
people to form integrated teams to offer customer-specific solutions. Drawing on the resources of our nine
specialized practice areas, we apply our Rapid Response ¢ Rapid Deployment® methodology to ensure that
we can quickly implement the solution under very tight timeframes.

Program Management & Acquisition Support
Initiates, assembles, executes, and manages all sizes of acquisition programs, enabling agencies {o
manage their assets and develop new capabilities wisely.

Integrated Solutions Development
Integrates commercial-off-the-shelf products with custom software engineering enabling customers to
access, share, and manage vast amounts of critical information.

Systems Engineering
Delivers enterprise architecture and system application and design enabling clients to integrate multiple
systems and command and control processes.

Network Solutions
Designs and deploys a full range of networked communications and infrastructure solutions enabling
government entities to use a robust converged environment for the transmission of critical data.

information Security
Provides technologies, training, and policies enabling customers to secure their information against unau-
thorized access and service disruption.

Logistics
Manages the tools needed to guide decisions that enable clients to keep critical assets mission capable
at all times.

Records Management
Delivers implementation and processing services for case management and large scale identification and
credentialing systems, enabling agencies to increase efficiency, productivity, and quality of service.

Learning Solutions
Develops training and performance support solutions enabling clients to bring new approaches to training
such collaborative and immersive learning technologies and enterprise knowledge management.

Mission-Critical Qutsourcing
Manages business processes and streamlines operations, enabling the customers to meet changing
demands by allowing key personnel to handle primary tasks.
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The 8! International Difference

Sl international sugports the Federal government in responding to new mandates, expanding the scope
of their missions, and reengineering underlying business processes.

Rapid Response ¢ Rapid Deployment®: The signature differentiation of St International. We quickly
stand up meaningful operational improvements in the near-term and incorporate additional capabilities
in rapid succession, while building towards total enterprise-wide solutions. We have a stellar reputation
for the timely delivery of robust solutions on assignments, where failure is not an option.

Small Company Approach, Big Company Resources: S/ International has strived to maintain
the feel, culture, and organization structure of a small company, all while maintaining the breadth
and reach-back of a large company with highly trained experts. This structure is key to our Rapid
Response ¢ Rapid Deployment solution-oriented approach.

High-Priority, High-Growth Assignments: S/ international is well positioned to take on the most
challenging, mission-critical assignments in the Federal government. Our focus is on the long-term
needs of customers, supporting them through success for years to come.

Balanced Customer Base: S/ international continues to be a contractor of choice for important
Federal government programs, and our services are evenly divided between civilian and defense
customers. Our professionals’ unyielding commitment to the work they do and consistently high marks
in timely delivery of complex solutions have been the key reasons why we regularly win new projects
and scope expans ons with our existing customers.

Thought Leadership: Our people are recognized as thought leaders in the implementation of key
technologies. We are develcping solutions that will guide major [T initiatives for the 21st century. Our
staff includes recognized experts in fields such as enterprise architectures, Internet Protocol version 6
(IPvB), information security, and signals intelligence.

Enhanced Capabilities and Value Through Acquisitions: S/ International has a remarkably
successful track record of expanding its client base by identifying, acquiring, and quickly integrating
companies of similar structure, culture, and outlook to our own. Through rigorous research of potential
acquisition candidates, we ensure an immediate fit in all aspects that we can immediately leverage to
offer clients a broader range of Rapid Response ¢ Rapid Deployment services.

Culture of Respect: At S/ International, the key is our Culture of Respect, embodying the values of
honesty, service, and open communication that are required to build long-term, valuable relationships
not only within the company, but with our customers and partners in the industry. As simple as it seems,
a facus on respect is vital to maintaining clients, receiving referrals, and retaining our valued employees.




Federal IT Modernization

“Every Amerfcan wants their government to be more efficient and
more effective. We make that happen every day.”

Denise Aufderheide, Engineering Services




Every American is impactec by S/ international’s 1T innovations. Our systems and software engineers and
expert technicians replace stove-piped legacy systems with integrated, interoperable technologies that give
customer agencies seamless and efficient information sharing. From the General Services Administration
to the Department of Ag-iculture to the State Department, Si International’s teams of experienced
experts provide end-to-encl solutions that encompass systems design, software development, business
intelligence, and systems deployment.

Improving Access to Government

America’s portal to the Federal government is USA.gov, the premier e-government
initiative of the General Services Adiministration (GSA), USA.gov is designed to be
the single point of entry every American can use to conduct business with every
government agency. In October of 2007, GSA turned to Sf International to
institutionalize project management and provide Web-based technology support
for USA.gov. St International supports development and management of appli-
cations, features, and services of ihe portal. We also provide leadership in the
sharing of best practices with otner e-government initiatives that the portal
provides access to. "Si International is assisting GSA to adhere to the top industry
process standards and we provide “echnical expertise in other functional areas as
well,” says David Bush, Project Manager. "We are helping give Americans access
to their government,”

Satisfying 4,000,000 Customers

For over ten years S/ international has supported the Federal Retirement Thrift
Investment Board (FRTIB), the Federal government's 401(k)-like plan. After a
failed four-year attempt by another company to implement a new Thrift Savings
Plan {TSP) system, Sf International executed the software development and
implementation of the new system in less than two years. The TSP system pro-
vides individual account recordkeeping and enables nearly four milion Federal
employees and members of the Uniformed Services to monitor and access their
ratirement savings over the web. Building on this success, S/ International was
selected to provide data center, disaster recovery, and call center services for the
TSP. In 2008, FRTIB turned to Si international to provide additional capabilities
in the areas of accounting, legal processing, death benefits, payroll contributions
and loan repayment services. Eary in 2007, S! International was awarded an
additional contract to provide business process outsourcing services supporting
the processing, imaging, and data entry of TSP forms. “In a recent survey, TSP
received a high satisfaction rating by their participants,” says Tom Bannon,
Assistant Program Manager. “Qur & International team is proud to know that our
efforts helped FRTIB achieve that success.”

“One of the things [ really enjoy... is that when | am working with a
customer | can provide them complete so!utfc?ns by reaching into the
other technical capabilities of Sl International.”

Janet Cichelli, Learning and Training
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“The work we do helps shape and influence national strategy. | may go
to the office today, work on a program and see it toright in action on
the nightly news.”

Kenneth Logan, Program Management




SI International helps provide the information superiority that is critical to America’'s defense transformation.
From net-centric warfare tc complex logistics management, we offer American warfighters every possible
-advantage. Our experts in systems engineering, enterprise architectures, military satellite communications
systems, command and control systems, information assurance, and logistics, ensure that our men and women
in uniform have the information they need to win battles around the globe. We are one of the largest
systems engineering, network, telecommunications, and technical assistance contractors supporting Air Force
Space Command.

Moving Integrated Joint Space Operations

Air Force commanders needed 1o move the 1st Space Control Squadron’s Space
Defense Operations Center from Ch 2yenne Mountain Air Force Base (AFB), CO. to
Vandenberg (VAFB), CA. They had a $10 million budget and merely 14 months to
execute, but could allow no degracation of mission capabilities during the move,
due to space missions. The 5! interr.ational team worked directly with the Air Force
to develop an internet portal to coordinate the activities for four simultaneous efforts
thousands of miles apart. They creatad 3-D models {0 reduce costs and developed
methods to build a separate VAFB Sipace Control mission suite that saved milions
in hardware acquisition.

Supporting America's Premier Fighter

When a complex weapens systern like the Air Force F-22 Raptor goes into
combat, mission commanders and warfighters rely on superior, pro-active logis-
tics support for migsion success. Air Force Materiel Command Aeronautical
Systems Center at Wright Patterso1 AFB counts on a responsive logistics chain
supported by S/ International. The t2am provides acquisition management, logis-
tics, and administrative support “hrough planning, funding, and scheduling
reliability and modernization retrofit activities for F-22 aircrafts. “We provide
support to our nation’s warfighters' ability to fly, fight, and win", says Frank Irwin,
Senior Logistics Engineer.

Optimizing Knowledge Management

Since the Air Force transitioned from a threat-based pianhing posture to one that is based upon a portfolio of capabilities, Air Force
Functional Area Managers (FAMSs) have become even more critical to the Air Force's ability to plan and execute a National Security Strategy.
St International was selected by the Air Force to design and develop performance support and training to FAMs worldwide. We delivered
a blended learning solution that assisted FAMs with their management and oversight of personnel and equipment. “With this blended suite
of web-based products, newly appointed FAMs are able to perform tasks immediately,” says Jeff Radan, FAMs project manager.

“The progress of technology is accelerating every day. We are working
to create new opportunities to meet custormer needs in ways we

couldn't dream of a few years ago.”

Dr. Walt Grabowski, Business Capture
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“When I left the military, | wanted a place where | could make a difference
— make the business stronger — and stifl continue to serve my country.
| found that place in Sl International.”

Bob Robinson, Network Solutions




As threats to America evolve, the men and women of S/ International stand ready to deploy solutions that protect
our way of life. From acquisition support to enterprise architecture solutions to outsourced training, Si International
supports homeland security agencies throughout the complete technology life-cycle. We have designed,
developed, and deployed sol.tions for software development, data deployment, application processing, records
management, mobile applications, training, and identification systems for vital points in America’s security blanket.
Whether spending hours in a laboratory to identify the right integration techniques for a legacy system, or making
no-notice trips across country to maintain functionality of mission-critical equipment, Sf International employees
know that their support of homeland defense is vital to preserving our way of life in times of uncertain risk.

Stopping Threats

As part of the team of trusted advisors serving the Customs and Border
Protection Technical and Engineering Project, Si International helps homeland
securty officials determine the exzct needs for unobtrusive detection devices
at points of entry to the United Stetes. They may be small or large, looking for
drugs, money, explosives, radicact ve materials, or many other dangerous and
ilicit items. This kind of quiet bu: vital mission keeps Americans safe from
unseen threats around the clock. St International troubleshoots systems on-site,
identifying the right equipment to lring in for a given application, anywhere in
the country, whenever a problem arises. That means taking shori-notice trips
wherever our expertise is needed. "l never know exactty where our services will
be needed week to week,” says Zulfi Jamil, Project Engineer, “but | know that
wherever | go, I'm making a differerice for the security of this country.”

Securing Borders

S International’s work on the Department of Energy’s Second Line of Defense
(SLD) helps prevent smuggling of radioactive materials by securing seaports,
airports, and border crossings giobally. We integrate the latest nuclear detection,
digital imagery, and network technologies to capture, analyze, display, and store
information. Since our initial deployrient for the 2004 Olympics, we have installed
SLD systems in 22 countries, with another 38 planned. Additionally, we devel-
oped the first fully-compliant Secure Freight Initiative (SFI) solution to screen
100% of all U.S.-bound shipping containers. In 2007, we followed an aggressive
timetable to build the first fully compliant SLD/SFI system in Southampton,
England. With only eight months 1or a 14-month schedule, our team merged
three different technologies and applications into a single alert/response system
that interacts with three external pcrt systems, providing a real-time data feed of
all alarm information for U.S.-bound containers.

“The amazing thing about this Company is that we never run out of
answers. There'’s always somebody you can turn to — down the hall or
across the country - who can help you satisfy the customer.”

Peter Ghali, Software Architecture




lission-Critical Outsourcing

itrategic

¢
v

)

o

“We seek out great people who
conquer them. This isn't a place to collect a pay check; it’s a place to

Hannmng - .,
§ f
' P s
: *
make a difference.”
>

want to take on challenges and



Every day, the people of S/ International have a direct impact in assisting Federal government employees
who are constantly being assigned more missions to accomplish, with increasingly finite resources. We have
administrative experts who help free up dozens of soldiers for front line duties, and application processing
staffers who make the American dream come true for immigrants from around the globe. Our Business Process
Qutsourcing experts can address a wide range of mission requirements, including human resources services,
document management and processing; workflow management; logistics; and IT infrastructure and
maintenance. Sf International is prepared to bring Rapid Response ¢ Rapid Deployment® Business Process
Qutsourcing wherever and whenever clients need it.

Helping Warriors Transition

Sl International has provided human resources outsourcing solutions to the
Army for many years, freeing up soldiers for warfighting missions through our
services at Aberdeen Proving Ground. At Brooke Ammy Medical Center (BAMC),
St international is having a unique irrpact, providing assistance to severely injured
soldiers who are transitioning either back to the Army or to civilian life. We assist in
meeting the daily needs of these soldiers in BAMC's Warrior Transition Battalion.
“When | go to work, 1 know | am gsing to make a difference for someone who
made tremendous sacrifices for this country,” says Calvin Davis, S/ International
Transition Administrative Manager (TAA). When BAMC identified the need for
additional staff to support Warriors in Transition, S/ International responded by
placing a team of highly qualified TAAs on the ground in just three weeks.

Making the American Dream Possible

S! International helps manage over 62 million active records at several DHS
facilities and provides support for DHS service centers. We handle the incoming
processing of applications and oetitions that are received at two U.S.
Citizenship and Immigration Serv.ces (USCIS) centers. USCIS received in
excess of 6.5 million applications and petitions last year with over 1.4 million
of those being naturalization apglications, the most complicated form to
process. Our Rapid Response # Rapid Deployment technigues enabled us to
effectively respond to this surge in work.

“We don't find a quick fix; we find the bast solution possible,
wherever it lies within our company.”

Sue Gameron, Learning Solutions
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BUSINESS INFORMATION

Throughout this document, we occasionally distinguish SI International, Inc., as a company
separate from its subsidiaries, and SI International, Inc., as a company combined with its subsidiaries.
In order to clarify which entity we are referring to in various discussions, we use the terms
“S1 International, Inc.” and “SI International” to refer to SI International, Inc. without its subsidiaries.

_All other references, includ:ng “SI,” “the Company,” “we” and “us” refer to SI International and its
subsidiaries.

Some of the statements under Item 1. “Business,” Item 7. “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” and elsewhere in this Form 10-K constitute forward
looking statements. These statements involve known and unknown risks, uncertainties, and other factors that
may cause our actual results, levels of activity, performance or achievements to be materially different from
any future results, levels of activity, performance or achievements expressed or implied by such forward
looking statements. In some cases, you can identify these statements by forward looking words such as
“anticipate,” “believe,” “could,” “estimate, ” ) "

o

expect,” “intend,” “may,” “plan,” “potential,” “should,”
“will,” and “would” or similar words. You should read statements that contain these words carefully
because they discuss our future expectations, contain projections of our future results of operations or of our
financial position, or state oiher forward looking information. We believe that it is important to
communicate our future expectations to our investors. However, there may be events in the future that we
are not able to predict accurately or control. The factors listed in the section captioned ftem 1A. “Risk
Factors,” as well as any cawtionary language in this Form 10-K, provide examples of risks, uncertainties,
and events that may cause our actual results to differ materially from the expectations we describe in our
forward looking statements. -

Although we believe that the expectations reflected in the forward looking statements are reasonable, we
cannot guarantee future results, levels of activity, performance or achievements. You should not place undue
reliance on these forward looking statements, which apply only as of the date of this Form 10-K. Subsequent
events and developments may cause our views to change. However, while we may elect to update these
forward looking statements at some point in the future, we specifically disclaim any obligation 1o do so.

’ PART 1
Item 1. Business:

SI International, Inc. was organized as a Delaware corporation under the name of
“SI International, Incorporated” on QOctober 14, 1998, SI International conducts operations both in its
own name and through subsidiaries, each of which is located in the U.5. but some of which have
international operations.

Overview

We are a provider of mission critical information services, technology and network solutions
primarily to the Federal Government. Our business is guided by our-experienced team of eight
executive officers and over thirty other corporate officers who manage and are responsible for
successfully growing our business. As of the end of fiscal year 2007, we employed approximately 4,500
employees. Approximately 78% of our employees hold Federal Government security clearances or have
passed National Agency Checks.

Approximately 13% of our employees hold Top Secret security clearances. A significant portion of
our employees who hold Top Secret security clearances also hold Sensitive Compartmental Information
clearances, which permit us to bid on highly classified projects.

Our broad set of contract vehicles gives us extensive reach and enables us to deliver a full range of
our services and solutions to the Federal Government. The strength of our service offerings and




information technology expertise allows us to maintain substantial relationships with clients, some of
whom have been clients of ours, or of one of our acquired businesses, for over 20 years. In fiscal 2007
and fiscal 2006, we derived approximately 79% and 80%, respectively, of our revenue from contracts on
which we acted as prime contractor. Acting as a prime contractor provides us with stronger client
relationships, as well as the visibility and access to new work, that are not available when acting as a
subcontractor. Our total backlog as of December 29, 2007 was approximately $1.45 billion, of which
approximately $180 million was funded. See “—Backlog” for a discussion of how we calculate backlog.

The Federal Government technology services market

The ongoing transformation of the Federal Government’s information systems and communication
networks is creating an increase in its demand for information technology, or IT, services. INPUT, an
independent market research firm, believes overall IT spending will continue to grow as a critical
foundation for federal service delivery over the next five years. Federal agencies have been put on
notice that a more rigorous demand for program results will be the hallmark of the federa! IT business
climate. According to INPUT, the federal market demand for vendor-furnished information systems and
services is projected to increase by $20.4 billion from $63.2 billion in government fiscal 2007 to
$85.6 billion in government fiscal 2012, a compound annual growth rate of approximately 5.6% over the
five-year period. ’

We expect that the Federal Government’s need for the types of IT services that we provide will
continue to grow in the foreseeable future, as a result of the high priority placed by the Federal
Government on the transformation of its I'T programs. INPUT forecasts that the percentage of IT
spending that is contracted out by the Federal Government will reach a high of over 86% of total IT
spending in government fiscal 2012.

We believe the following industry trends will also continue to drive the Federal Government
technology services market:

Continued focus on mission-critical initiatives

Since the events of September 11, 2001, the Federal Government has made the transformation of
its IT infrastructure a major priority. According to INPUT, the Federal Government IT services
“commercial” segment, which is comprised of outsourcing, professional services, systems integration
and processing services, is projected to grow from $27.3 billion in government fiscal 2007 to
$36.9 billion in government fiscal 2012, representing a projected compounded annual growth rate of
6.2%.

Increased spending on homeland security and intelligence

In the wake of the terrorist attacks on September 11, 2001, there has been an increased emphasis
on homeland security, intelligence and national defense, including protecting critical infrastructure.
Information sharing and border security initiatives will drive Department of Homeland Security IT
spending growth over the next several years. According to INPUT, the total addressable IT budget for
the Department of Homeland Security is projected to grow from $4.5 billion in government fiscal 2007
to $6.1 biliion in government fiscal 2012, representing a compound annual growth rate of 6.1%. During
the 2007-2012 forecast period, INPUT expects to see additional federal funding for homeland security
and terrorism prevention to cover nuclear detection, border protection, and high-tech screening
capabilities. Although the total amount to be spent for intelligence applications is classified, based on
available information, INPUT estimated that the addressable Federal Government IT spending in the
intelligence community may have been as much as $9.4 billion in government fiscal 2007, and may grow
to $14.0 bitlion by government fiscal 2012 representing a compounded annual growth rate of 8.3%.
System integration professional services from the intelligence community is expected to grow from




$1.6 billion in 2007 to $2.5 billion in 2012, at a compounded annual growth rate of 9.6%. We believe
that there will continue to be increases in spending on federal intelligence activities, which are expected
to represent significant additional opportunities for us.

Implementing defense transformation

According to INPUT, for the Department of Defense, or DoD to meet the goals of defense
transformation over the next five years, information technology will be leveraged to allow decision
makers to act quickly. Ensuring timely and trusted information is available where needed is the
cornerstone of defense trarsformation. Even as DoD focuses on military operations in Iraq and
Afghanistan, it must prepare for future challenges and conflicts through technological transformations.
During the 2007-2012 forecast period, DoD will launch efforts to develop an information sharing
environment. Agency spending in IT security will also grow as the DoD implements secure information
sharing and collaboration schemas to drive efficiency and speed of delivery. The addressable IT
spending, which is the amount that is contracted out, for the U.S. Air Force, our single largest client in
terms of revenue is projectzd by INPUT to grow from 85.8 billion in government fiscal 2007 to
$7.8 billion in government fiscal 2012, representing a compounded annual growth rate of 6.0%.

Enterprise architectural planning initiatives continue to be emphasized

Office of Management and Budget, or OMB, is directing agencies to develop Enterprise
Architectures to reflect where the business will be in the next three to five years. Beginning with the
fiscal 2009 budget submission, agencies are expected to adhere to a more structured way of
characterizing government-wide projects that can be mapped to the Federal Enterprise Architecture
Reference models. Systems consolidation, security, and information sharing top the list of technology
factors that are shaping the federal information technology market and influencing enterprise
architecture development. implementing an enterprise architecture strategy requires a deep
understanding of business processes and systems. Departments need help to perform the analysis and
design necessary for a successful implementation and will look to IT service providers to assist them in
these efforts. According to INPUT, the professional services market, which is comprised of software
development, design and consulting, education and training, and the professional services associated
with systems integration, is projected to grow from $13.3 billion in government fiscal 2007 to
$17.6 billion in government: fiscal 2012, representing a projected compounded annual growth rate of
5.9%. Over the past few years, many major government programs, modernization, and reform
initiatives, including homeland security solutions, have depended on the use of professional services.
INPUT expects this trend 1o continue over the next several years.

Increased Federal Government reliance on outsourcing

The most important irdustry trend for our business has been the Federal Government’s increasing
use of service providers to execute support processes and functions that were traditionally performed by
Federal Government employees. The current administration has made competitive sourcing a2 major
initiative of its management agenda. According to the President’s Management Agenda, which was
issued in 2001 and for which progress reports continue to be issued, nearly half of all Federal
Government employees perform tasks that are available in the commercial marketplace. According to
INPUT, outsourcing through the use of outside providers to provide Federal Government services is
projected to be the fastest growing market, increasing from $13.8 billion in government fiscal 2007 to
$19.0 billion in government fiscal 2012, representing a projected compounded annual growth rate of
6.6%. INPUT expects that DoD budgets will continue to grow over the next several governmental fiscal
years and anticipates that each of the defense agencies will move toward outsourcing more of the IT
functions that are not core to the war-fighting mission. Business process outsourcing, or BPO, is a
relationship in which a cortractor is responsible for performing an entire business operations function,




including the information systems outsourcing that supports it. INPUT projects that Federal
Government BPO spending will grow from $598 million in government fiscal 2007 to $894 million in
government fiscal 2012, which represents a compounded annual growth rate of 8.4%.

The Federal Government has also simplified the process for procurement of contractor provided
services, which has contributed to the growth in the use of outsourcing. Through changes that began
with the Federal Acquisition Streamlining Act of 1994, or FASA 94, the Federal Government has
developed a variety of accelerated contracting methods. Federal governmental agencies have
increasingly been able to rely on multiple contracting vehicles to procure needed services in an
expedient manner.

We believe that the rapid pace of technological innovations and the Federal Government’s
increasing reliance on complex IT infrastructure, combined with a decline in the size of the Federal
Government workforce, make it increasingly difficult for many governmental agencies to operate and
upgrade their IT systems. We expect that these trends, when combined with the increasing simplicity of
procurement, which are described in greater detail below, will contribute to the Federal Government’s
increased use of service providers to fulfiil a larger portion of its IT responsibilities, and we believe that
we will continue to gain new engagements to the extent that the Federal Government increases its
reliance on outsourcing for its IT needs.

* Emphasis on information sharing. With the need for large amounts of data to flow between
government agencies, the federal government is expected to increase investments in this area.
The consolidation of existing systems and the development of complex IT infrastructures will
need to be performed so that critical data can flow in a timely manner.

» The Cyber Initiative. The government Cyber Initiative encompasses expenditures by several
agencies to include DoD, Homeland Security and especially the intelligence community to invest
resources in Cyber operations having both defensive and offensive capabilities.

» The aging of the Federal Government’s workforce. According to the Office of Personnel
Management, or OPM, among full-time federal employees in the workforce as of October 2004,
58% of supervisory and 42% of non-supervisory workers will be eligible to retire by the end of
fiscal year 2010. In an INPUT report, Ken Krieg, Undersecretary of Defense for Acquisitions,
Technology, and Logistics, has acknowledged that DoD’s acquisition workforce is aging and
replacements are needed. He notes that civilians comprise 85% of DoDr’s 134,000 acquisition
professionals and have an average age of 49. This “aging” effect is compounded by the
upcoming baby-boomer retirement wave, which INPUT estimates to begin within the next three
or four vears. In April 2001, the Government Accountability Office, ot(GAQ, concluded in a
report that the Federal Government’s human capital challenges are adversely affecting the ability
of many agencies to carry out their missions. Furthermore, agencies are faced with a fiercely
competitive market for talent, as skilled IT professionals find uncompetitive federal salaries
compared to those in the private sector. INPUT believes that the expected decline in personnel
spending will increase the proportional spending for the outsourcing of IT products and services
as IT continues to play an expanding role in government. INPUT expects that the outsourcing
trend to continue in the future as OMB pushes agencies to transition services to shared services
providers under its Line of Business initiatives. To the extent that the size of the Federal
Government workforce decreases, we believe that the Federal Government will have an
increased need for entities that offer the technical skills, familiarity with government processes
and procedures and skilled personnel that are necessary to meet the diverse IT requirements of
the various Federal Government agencies,




Our Core Strengths

We strategically built our business to respond specifically to the federal IT marketplace. We believe
that our core strengths position us to respond to the long-term trends and changing demands of our
market.

Our Experienced Management Team

Our President and Chief Executive Officer, or CEQ, S. Bradford Antle, who has been with us
since 1999 and has served as our CEQ since September 2005, brings more than 27 years of
management experience in our industry. Mr. Antle also serves as a member of the Board of Directors.
Ray J. Oleson, who founded our company in 1998 and served as our Chief Executive Officer from 1998
through September 2005, continues to serve as Executive Chairman of the Board.

To further support our growth, our nine business units are incorporated into the Strategic
Programs Group, the IT Solutions Group, and the Mission Services Group. Each of these Business
Groups is headed by an Executive Vice President, who reports to Mr. Antle.

Mike Becraft is the Executive Vice President of the Mission Services Group. He is responsible for
a major portion of work with the Department of Homeland Security, Department of State, and U.S.
Army. Mr. Becraft has more than 39 years of Federal civilian government and military experience. He
joined us in 2003 as Senior Vice President of Homeland Security.

Harry Gatanas is the Executive Vice President of the Strategic Programs Group, where he oversees
a significant portion of our business with the DoD and the Intelligence community. Mr. Gatanas is a
retired U.S. Army general with over 34 years of experience in the military and intelligence community,
including serving as the Acquisition Executive at the National Security Agency, and as the Commanding
General of the U.S. Army White Sands Missile Range.

Marylynn Stowers is the Executive Vice President of the IT Solutions Group. She oversees a
significant portion of business that addresses federal IT modernization. Ms. Stowers has more than
26 years of experience providing IT services to the Federal Government, such as Department of
Homeland Security, Department of State, Department of Treasury, Internal Revenue Service, and the
Intelligence community.

Our Corporate Culture

Qur corporate culture is based on respect for clients, personnel, business partners and
management. We view our commitment to this culture of respect as a cornerstone of our company. We
believe that our culture helps us build the relationships necessary to gain an in-depth understanding of
our clients’ needs, business practices and IT and network systems. In addition, we believe our culture is
a factor in helping our employee turnover rate remain low compared to other companies in our
industry, in helping us to maintain client domain knowledge and in providing consistent service to our
clients. Further, we believe that our commitment to respect, combined with quality of performance, is
an important factor in retaining clients and winning new referrals.

Focus on Information Technology Services

We deliver a full spectrum of IT services and solutions that address challenges common to many
Federal Government agencies and commercial companies. Our capabilities position us to capitalize on
the Federal Government’s increasing demand for IT services. We integrate our technical areas of
expertise into comprehensive solutions covering IT applications, systems engineering, network and
telecommunications engineering and outsourcing. Qur focus on end-to-end IT solutions allows us to




leverage our knowledge and experience to provide best practices across many Federal Government
agencies and industries. Our key focus areas are:

* Federal IT Modernization. We define federal IT modernization to include designing, building and
deploying solutions that enable our clients to replace legacy applications and databases and
allow effective information sharing across agencies. We believe we have a proven track record of
delivering true end-to-end solutions in this focus area that encompass application and software
development, systems engineering, network solutions, and information security and performance
support.

* Defense Transformation. We define defense transformation to include development of solutions
intended to enable the U.S. military to successfully adapt to the requirements of net-centric
warfare through our deep capabilities in space systems engineering, enterprise and operational
architecture, command and control, logistics, and military satellite communications. In the area
of space systems modernization, we are supporting clients such as Air Force Space Command,
North American Aerospace Defense Command, or NORAD, Northern Command and U.S.
Strategic Command.

* Homeland Defense. We define homeland defense as defense of the U.S. homeland, which
includes the development of large scale replicated databases, secure optical card processing and
identification systems, managing records, and processing visas, We are working in this focus area
to provide advanced information technology to assist in meeting this challenge for clients that
include Department of Homeland Security, Department of State, Northern Command,
Depariment of Energy, and Department of Agriculture.

* Mission-Critical Outsourcing. We define mission-critical outsourcing as assisting the Federal
Government with shortages of personnel, including for the purpose of permitting re-assignment
to higher priority government assignments, increasing operational efficiency, and improving the
overall quality of service. We provide services in this focus area to both civilian agencies and the
DoD.

In providing IT and network solutions to our customers, our skilled employees use their advanced
technological training and extensive experience to implement our state-of-the-practice solutions.

Knowledge of Federal Government Contracting and Federal Agencies

We believe that our in-depth knowledge of Federal Government contracting and the governmental
- agencies we serve and their procurement processes allows us to provide better solutions for our clients’
needs. Our experienced team of executive officers and senior managers brings to us their many years of
experience and extensive contacts in the industry. They provide us with an understanding of our clients’
needs and procedures, as well as valuable mission-specific information. We believe that the insight
provided by our officers and managers allows us to design solutions that are responsive to our clients’
mission-critical needs.

Successful Integration of Acquired Businesses

We believe that a critical component of our success is our ability to identify, acquire and integrate
companies that build or expand our suite of services to serve our clients’ needs more effectively. We
have substantial experience acquiring and successfully integrating acquired entities. We believe that this
experience provides a basis for our disciplined approach to identifying acquisition candidates and
integrating acquired companies. By integrating corporate infrastructures such as marketing and sales,
accounting, human resources and internal networks, we can save the expense of redundant functions. In
addition, by integrating operations, we establish a corporate-wide mission which can reduce internal
competition and promote the cross-selling of newly augmented skill sets to increase our client base.




Within the 15-month period from January 1999 through March 2000, we identified, acquired and
integrated four federal IT companies with aggregate revenues of approximately $105 million, measured
for the 12 months prior to their respective acquisition dates. In January 2004, we acquired Matcom
International Corporation, or Matcom; in December 2004, we acquired Bridge Technology Corporation,
or Bridge; in February 2005, we acquired Shenandoah Electronic Intelligence, Inc., or SEI; in February
2006, we acquired Zen Technology, Inc., or Zen, and in June 2007, we acquired LOGTEC, Inc., or
LOGTEC. We successfully integrated each of these acquisitions into our organization; and, we built and
expanded our services and solutions capabilities and our client relationships. We applied our disciplined
acquisition processes to integrate the acquired companies and successfully grew these businesses.

Our Growth Strategy

We have implemented the following strategies in order to reach our goal of becoming a leading
provider of IT and network solutions to our clients:

* Maintain and expand our existing client relationships. We maintain relationships with our existing
clients by adhering to our culture of respect and providing quality performance. We believe this
helps us win renewals of our engagements. In addition, we use our knowledge of our clients’
needs to identify additional opportunities and cross-sell new services to them.

« Leverage our existing client base to win new clients. We believe satisfied clients are one of our
most effective marketing tools. Since FASA 94 went into effect, client referrals have become a
crucial component of expedited procurement processes and are key to our winning new
contracts. Since we focus on technology infrastructure improvement, we are able to transfer our
skills readily from client to client. We plan to continue building a network of clients and
leveraging these relationships to gain access to new clients. We have launched a Major Programs
initiative through which we intend to compete for large contracts over longer procurement
periods. We believe that favorable client referrals are strategically important to our winning
these opportunities. :

+ Pursue strategic acquisitions. We plan to continue utilizing our disciplined methodology to
identify, evaluate and integrate strategic acquisitions. We have acquired and successfully
integrated nine businesses since 1999. These acquisitions have positioned us with strategically
important technical skills in important client areas.

» Business Capabilities and Sales Integration. Our business units are now incorporated into the
Strategic Programs Group, the IT Solutions Group, and the Mission Services Group. Under our
management structure {see “Our Experienced Management Team” above for more information
about our management), these three business groups are better able to present integrated
solutions through the cross-marketing and delivery of our business capabilities to new and
existing customers.

QOur Areas of Practice

We provide IT and network solutions in the following eight practice areas to supplement the needs
of our clients in the areas of Defense Transformation, Homeland Defense, Mission Critical Outsourcing
and Federal IT Modernization.

* Program Management & Acquisition Sipport—The program management and acquisition support
practice assists clients with initiating, assembling, executing, and managing all sizes of acquisition
programs. The practice area provides acquisition strategies, government required documentation
(DoD 5000), and solicitation packages, as well as, source selections and contract management
support. The practice area manages and oversees high-tech systems development; interprets and
synchronizes requirements with system architectures and integrated master plans; and, identifies




and tracks technical and programmatic interdependencies and interactions among requirements.
The technical staff is skilled in providing systems engineering technical assistance, or SETA,
support to client programs for cost, schedule, performance, risk management, and contracting
activities. :

* Integrated Solutions Development—The integrated solutions development practice focuses on the
integration of commercial-off-the-shelf products with custom software engineering. Integrated
solutions are deployed using structured Capability Maturity Model Integration, or CMMI,
practices to deliver services including feasibility studies and systems planning, enterprise
architecture design, rapid prototype development, detailed systems design, implementation,
independent verification and validation, testing, life-cycle documentation, and operations and
maintenance. This practice area specializes in legacy systems migration to enterprise-wide
applications, database-driven web applications (internet, extranet, and intranet), work flow
systems implementation, enterprise portal development, enterprise-wide IT integrated services,
mobile and wireless solutions, business intelligence (data warchouse and mining solutions) and
Enterprise Resource Planning systems implemientation.

* Information Security—The information security practice delivers analyses, methods and
technologies that enable clients to secure their information against unauthorized access and
service disruption. The solutions are designed to protect and defend information systems against
malicious actions, reduce the threat to system security and proactively manage risk. The practice
area provides security policy and procedure development, threat determination and risk
assessment, vulnerability analysis, system security engineering, network defense, secure document
processing, applications and web security, security evaluation and accreditation and training,

* Records Management—The records management practice specializes in application processing,
data entry, case and file management, large scale identification and credentialing systems, call
center support, and analytical support services. The practice area services include the
management and operation of integrated file tracking systems, electronic records management,
large volume file processing, secure identity card production, scanning operations to include
documents and biometrics, storing and shipping of documents, quality control audits, secure file
destruction, and network installation.

¢+ Learning Solutions—The learning solutions practice focuses on the design, development and
delivery of learning and performance interventions to meet the client’s individual and
organizational performance needs and manage change. The practice area provides front end
analysis, blended soiutions, web-based and instructor-led training, electronic performance
support systemns, or EPSS, human performance design, and learning standards and learning
infrastructure consulting. Qur understanding and experience in the distance learning, e-Learning,
and ever changing Learning Management Systems/Learning Content Management Systems
environments provides our clients rapid design and deployment of solution-based programs to
meet today’s requirements and tomorrow’s challenges.

 Systems Engineering—The systems engineering practice delivers mission and requirements
analysis, enterprise/operational architecture modeling and development, system application and
development, system design, validation and verification, integrated logistics support, life cycle
engineering, and complex simulation. The technical staff is skilled in command, control,
communications, computer and intelligence, or C4I, engineering, object oriented analysis and
design, system testing, requirements traceability and specialty disciplines, including reliability/
maintainability/availability engineering and safety and sustaining engineering, Many of these
skills are focused on military space applications.

* Network Solutions—The network solutions practice designs, engineers, deploys, and manages a
full range of networked communications and infrastructure solutions. The practice area provides
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IT and network requirements, definition and analysis, detailed systems design, network and
technology selection and procurement, global end-to-end installation, and spectrum/bandwidth
management. These solutions encompass voice, video, data, narrowband, broadband and wireless
technologies. Applications include large scale enterprise networks and highly secure networks for
the government. ~

* Mission-critical Qutsourcing—The mission-critical outsourcing practice uses domain expertise to
operate clients’ systems and processes vital to their businesses. The practice area offers
professional services to perform business process and information technology outsourcing,
sustaining engineering, logistics services, and call center operations.

» Logistics—The logistics practice specializes in providing full spectrum logistics support,
acquisition support, program management and related information technology services across the
complete systems life-cycle with core competencies in systems support, data management,
network design and maintenance, systems integration, financial management, engineering test &
evaluation, acquisition management supply and maintenance support.

Clients

We provide our services primarily to Federal Government clients such as the U.S. Air Force
(including particularly the Air Force Space Command and Air Force Materiel Command), the U.S.
Army, U.S. Navy, the Department of State, the Department of Homeland Security, Department of
Agricuiture, Department of Energy, Federal Retirement Thrift Investment Board, and the defense
intelligence community. In fiscal 2007, we derived approximately 99% of our total revenue from
Federal Governmental agencies and approximately 1% of our total revenue from commercial clients.

We derived approximately 46% of our total revenue in fiscal 2007 and 47% of our total revenue in
fiscal 2006 from the DoD and the Intelligence community. In fiscal years 2007 and 2006, work we
performed under our Command, Control, Communications, Computer, Intelligence, Information,
Technology, Surveillance, and Reconnaissance, or C4I2TSR, contract vehicle represented approximately
17% and 21%, respectively, of our total revenue. The primary customer under the C4I2TSR contract
vehicle is the U.S. Air Force Space Command, however, other Federal government entities typically
exercising independent decision making and funding authority use C412TSR. No other contract vehicle
(exclusive of GSA multiple award schedules) accounted for in excess of 10% of our total revenues in
fiscal years 2007 and 2006. We derived approximately 53% of our total revenue in fiscal 2007 and 52%
of our total revenue in fiscal 2006 from federal civilian government agencies. Our largest clients on the
civilian side of the government are the Department of Homeland Security, Department of State and
the Federal Retirement Thrift Investment Board. Fiscal 2007 revenue from civilian agencies organically
grew by approximately 14% when compared to fiscal 2006. We believe our contract base is well
diversified. In fiscal 2007 and fiscal 2006, we derived approximately 79% and 80%, respectively, of our
revenue from contracts on which we acted as prime contractor and derived approximately 21% and
20%, respectively, of our revenue from contracts on which we acted as a subcontractor.

We often subcontract portions of work to be performed under a contract or task order under
which we are the prime contractor. Approximately 20% of our total revenue for fiscal 2007 and 19% of
our total revenue for fiscal 2006 was generated by work performed by subcontractors. The
subcontractors are sometimes responsible for critical portions of the contracted services. Our
subcontracting arrangements typically specify that all terms of the primary contract pass down to the
subcontractor. We are not dependent upon any one subcontractor or group of subcontractors to
provide a substantial degree of work for us. In addition, it is typical that a subcontractor on one
engagement may be a competitor or a client in other situations. We believe that cultivating good
relationships with our subcontractors is necessary to maintain our competitive posrtlon as well as to
facilitate meeting performance obligations under our contracts.
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Backlog

Backlog is our estimate of the amount of revenue we expect to realize over the remaining life of
awarded contracts and task orders we have in hand as of the measurement date. Our total backlog
consists of funded and unfunded backlog. We define funded backlog as estimated future revenue under
government contracts and task orders for which funding has been appropriated by Congress and
authorized for expenditure by the applicable agency, plus our estimate of the future revenue we expect
to realize from our commercial contracts. Unfunded backlog is the difference between total backlog
and funded backlog. Unfunded backlog reflects our estimate of future revenue under awarded
government contracts and task orders for which either funding has not yet been appropriated or
expenditure has not yet been authorized. Our total backlog does not include estimates of revenue from
government-wide acquisition contracts, or GWAC contracts, or General Services Administration, or
GSA, schedules beyond awarded or funded task orders, but our unfunded backlog does include
estimates of revenue beyond awarded or funded task orders for other types of indefinite delivery,
indefinite quantity, or [D/IQ, contracts, such as our contract with the U.S. Air Force Space Command.

Our total backlog as of December 29, 2007 was approximately $1.45 billion, of which
approximately $180 million was funded. There can be no assurance that we will receive the amounts we
have included in our backlog or that we will ultimately recognize the full amount of our funded backlog
as of December 29, 2007.

We believe that backlog is not necessarily indicative of the future revenue that we will actually
receive from contract awards that are included in calculating our backlog. We assess the potential value
of contracts for purposes of backlog based upon several subjective factors. These subjective factors
include our judgments regarding historical trends (i.e., how much revenue we have received from
similar contracts in the past), competition (i.e., how likely are we to successfully keep all parts of the
work to be performed under the contract) and budget availability (i.e., how likely is it that the entire
contract will receive the necessary funding). If we do not accurately assess each of these factors, or if
we do not include all of the variables that affect the revenue that we recognize from our contracts, the
potential value of our contracts, and accordingly, our backlog, will not reflect the actual revenue
received from contracts and task orders. As a result, there can be no assurance that we will receive
amounts included in our backlog or that monies will be appropriated by Congress or otherwise made
available to finance contracts and task orders included in our backlog. Many factors that affect the
scheduling of projects could alter the actual timing of revenue on projects included in backlog. There is
always the possibility that the contracts could be adjusted or cancelled. We adjust our backlog on a
quarterly basis to reflect modifications to or renewals of existing contracts, awards of new contracts or
approvals of expenditures. See Item 1A. “Risk Factors—The calculation of our backlog is subject to
numerous uncertainties, and we may not receive the full amounts of revenue estimated under the
contracts included in our backlog, which could reduce our revenue in future periods.”

Employees

As of December 29, 2007, we had approximately 4,500 employees. Approximately 78% of our
employees hold Federal Government security clearances or have passed National Agency Checks.
Approximately 13% of our employees hold Top Secret security clearances. A significant portion of our
employees who hold Top Secret security clearances also hold Sensitive Compartmental Information
clearances, which permit us to bid on highly classified projects. We have no unionized employees and
do not have any collective bargaining agreements. However, current contracts or contracts that we may
pursue may require us to have unionized employees. We believe we have a good relationship with our
employees.

In addition to attracting and retaining qualified technical personnel, we believe that our success
will depend on the continued employment of our executive and senior management team and its ability
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to generate new business and execute projects successfully. We believe that the personal reputations of
our management team members and the business relationships between individual members of our
management team and governmental officials involved in the procurement process and related areas
are critical elements of obtaining and maintaining client engagements in our industry, particularly with
agencies performing classified operations. To create and maintain these client relationships, identify
potential business opportunities and establish our reputation among our current and potential clients,
we depend on our senior management team. The loss of any of our senior executives could cause us to
lose client relationships or new business opportunities, which could materially adversely affect our
business.

Competition

We compete for contracts in highly competitive markets against a large number of companies both
large and small. Because of the large number of companies competing in these markets, we do not
repeatedly compete against the same companies. We may team with other companies to perform work
under contracts when we feel that our combined resources may create a competitive advantage.
However, our competitors may compete more effectively than we can for various reasons, including that
they are larger than us, have greater financial and other resources, have better or more extensive
relationships with governmental officials involved in the procurement process, or have greater brand or
name recognition.

As a result of the diverse requirements of the Federal Government and our commercial clients, we
frequently form teams with the companies in our markets in order to compete for large procurements,
while bidding against them in other situations.

In each of our practice areas, we generally bid against companies of varying sizes and specialties,
from small businesses to multi-billion dollar corporations. Because of the current industry trend toward
consolidation, some of these companies may emerge better able to compete with us. Therefore, it is
essential that we differentiate ourselves from these companies. We believe that our technical abilities,
client relationships, past performance, cost containment, reputation and ability to provide quality
personnel give us a strong presence in the markets we serve. In addition, we believe that our culture of
respect for and commitment to our clients and business partners greatly aids our business. While we
believe these factors help to set us apart from other companies in our markets, we may not be able to -
continue to maintain our competitive position, as new companies enter the marketplace and alliances
and consolidations among competitors emerge. Some companies in our markets have longer operating
histories, greater financial and technological capabilities, greater brand or name recognition and/or
larger client bases than we have.

Government Contracting and Regulatory Processes

For fiscal 2007, approximately 99% of our revenue was derived from work performed under
Federal Government contracts. The government contracting process differs in many ways from
commercial contracting, and involves a high degree of Federal Government regulation and oversight.

Historically, agencies of the Federal Government wishing to procure services from contractors have
been required to prepare a request for proposal, known as an RFP, or some similar form of solicitation.
The RFP is typically an extensive document describing the services desired and the terms and
conditions that form the final agreement, including the criteria the soliciting agency will use to select
the service provider. Interested parties submit proposals in response to the RFP, which the agency
evaluates, often requesting additional information and multiple discussions with offerors prior to final
award of the coniract.

Over the years, the Federal Government has taken steps to streamline the procurement process.
Federal Governmental agencies are now more likely to use flexible contract vehicles that permit a
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number of firms to compete for specific orders. The General Services Administration Multiple Award
Schedule Program, or GSA MAS Program, is an example of a flexible contract vehicle employed by the
Federal Gavernment. Under the GSA MAS Program, GSA contracts with multiple vendors to provide
goods and services, at predetermined prices, to specified authorized buyers. GSA schedules are listings
of services and products, along with their respective prices, offered by approved contractors. The
schedules are maintained by the GSA for use by any federal agency or other authorized entity. A
contractor must successfully complete a pre-qualification pracess in order to be selected by the GSA
for inclusion of the contractor’s goods or services on a GSA Schedule. When an agency selects services
under a GSA schedule contract, the soliciting agency, or the GSA on its behalf, conducts a bidding
process, limited to qualified GSA schedule contractors. The process typically involves substantially less
time and cost than the historical, non-GSA bidding process.

In addition to the GSA MAS Program, we also hold other ID/1Q contracts with other individual
agencies, which are generally known as task order contracts. These are essentially umbrella contracts
that set forth the basic terms and conditions under which the agency may order goods and services
from one, and in some cases, more than one, contractor. Contractors undergo a competitive
pre-selection process to become eligible to perform work under 1D/IQ contracts. A procuring agency
then issues task orders for goods or services to be performed or provided under a contract. From time
to time we are also a party to GWACs, which are ID/IQ contracts that permit the aggregation of
multiple agencies’ requirements in a single contract, in ordet to encourage contractots to offer the best
possible prices and to reduce the costs associated with multiple acquisitions.

When task orders are issued under multiple award HD/IQ contracts or GWACs, cach awardee
typically has an opportunity to be considered for the task order. The agency desiring contract services
may conduct a competition among the interested awardees, resulting in the issuance of a task order to
a single contractor. These contracts have increased competition and pricing pressure by concentrating
work under fewer contracts, and requiring competition both prior to the initial award of the contract
and throughout the term of the contract in order to obtain task orders for the services we provide,
requiring that we make sustained post-award marketing efforts to realize revenue under each such
contract. In our experience, the key factors in competing successfully for these task orders are technical
merit, cost, relevant past performance considerations and client trust. However, even if we are qualified
to work on a particular new contract or a contract subject to renewal, we might not be awarded
business because of the Federal Government’s policy and practice of procuring goods and services from
multiple contractors in order to maintain a diverse base of contractors. In addition, ID/IQ contracts
and GWACs do not obligate the Federal Government to purchase goods or services above the
minimum levels set forth in the contract.

For single-award large scale contracts, such as those targeted by our Major Program initiative,
interested contractors submit information indicating their desire to perform the required services. The
agency then solicits competitive proposals or bids from qualified contractors by providing them with a
formal RFP or similar solicitation. The RFP typically describes the desired services, terms and
conditions, and evaluation criteria the agency will use. Offerors then submit proposals in response to
the RFP, and the agency evaluates the proposals and makes the award determination. Agencies are
encouraged to award contracts on a “best value” basis. This means that the contractor selected for the
award should, in the agency’s judgment, provide the greatest overall benefit in response to the
requirement, including technical merit, cost and relevant past performance considerations. The entire
acquisition process can sometimes take a year or more.

The government contracts for which we compete typically have multiple year terms, and if we are
unable to win a particular contract, we generally will be foreclosed from competing again for that
contract until its expiration several years later. In addition, upon the expiration of a contract, if the
client requires further services of the type provided by the contract, there is frequently a competitive
rebidding process.
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- The competitive process presents a number of risks, which are described in greater detail under
Item 1A. Risk Factors below.

Laws and Regulations Affecting Our Business

Federal Government contracts are subject to a number of federal laws and regulations, including
the Federa! Acquisition Regulation, or FAR, and Cost Accounting Standards. These statutes and
regulations contain several rules that may affect us significantly.

The Anti-Deficiency Act prohibits Federal Government employees from committing government
funds, by contract or otherwise, in excess or in advance of appropriations, unless authorized by a
specific statute. Since Congress usually appropriates funds on a fiscal year basis, many of our contracts
are funded by the applicable agency annually as Congress makes appropriations for future fiscal years.
In addition, since funds are often allocated to agencies by the OMB, many of our contracts are
incrementally funded. :

Disappointed bidders and contractors excluded from competing for government contracts and task
orders may submit a protest to a contracting officer or the GAQ within time limits specified under
FAR and GAO bid protest rules. The U.S. Court of Federal Claims also has bid protest jurisdiction.
Performance under a contract being protested may be suspended while the protest is pending, and in
cases where the contract is found to have been improperly awarded, the contract may be terminated.

Certain FAR clauses, such as the Limitation of Cost and Limitation of Funds clauses, limit the
Federal Government’s liability for expenditures or obligations beyond those authorized by the
applicable contract. In many cases, contracts are awarded for only one year with a number of successive
option years (in many cases, four). Agencies are not obligated to exercise these option years, but in our
experience most renewal options under our contracts have been exercised. In addition, certain FAR
clauses allow the Federal Government to terminate contracts for convenience (i.e., at will), although
the Federal Government is obligated to pay for costs incurred.

Larger contracts may also be subject to the Truth'in Negotiations Act and Cost Accounting
Standards. The Truth in Negotiations Act requires us to provide current, accurate and complete cost or
pricing data in connection with the negotiation of a contract, modification or task order that is not
subject to full and open competition or other exceptions to the Act. Cost Accounting Standards are
applicable to certain contracts and require the contractor to apply consistent accounting practices and
comply with specific cost accounting criteria. The FAR “Contract Cost Principles and Procedures” sets
forth the rules regarding the allocability and allowability of costs incurred in connection with Federal
Government contracts,

The FAR restricts government contractors from participating in procurements when there is an
Organizational Conflict of Interest, or OCI, and establishes rules for avoiding, mitigating and
neutralizing conflicts of interest in the issuance of contracts by the Federal Government. Virtually all
government contracts, including ours, are subject to the OCI rules. An OCI may arise because the
nature of the work to be performed by a contractor has the potential, absent some restriction on future
activities, to result in an unfair competitive advantage to the contractor or impair the contractor’s
objectivity in performing the contract or providing assistance or advice to the Federal Government. The
government contracting officer is responsible for resolving any significant potential OClIs before a
contract award is made. Federal Government contractors have an obligation to manage and, if
necessary, report an OCI to the contracting officer. We have a company-wide policy regarding care in
the acceptance of and compliance with contractual OCI provisions, which includes awareness training
programs and coordination and reporting systems. We review new contracts and task orders at the time
we receive them for potential OCI issues. Accordingly, we believe that as a result of the systems we
have in place, our backlog will not be affected by OCI issues.
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Our books and records are subject to audit by the Defense Contract Audit Agency, or DCAA, and
other governmental audit agencies to ensure that the costs and hourly rates for which we invoice the
Federal Government under cost reimbursable and time and materials contracts are in compliance with
the Cost Principles, Cost Accounting Standards and FAR invoicing regulations. Each fiscal year, we
must submit final cost data to the Federal Government indicating our actual costs incurred for the
prior year, exclusive of certain cosis that are not recoverable by Federal Government contractors. This
data is audited, and subject to adjustments by the auditing agency based upon established guidance,
which may affect our recovery on cost reimbursable contracts for prior fiscal years. These audits may
also result in assessment of penaities, interest costs and, in extreme cases, debarment. The Federal
Government retains a portion of the fee earned by us under cost reimbursable contracts until contract
completion and audit by the DCAA. Audits of our business units by the DCAA have been completed
for all fiscal years through 2004 without material adjustments. In the opinion of management, the
audits for other fiscal years through fiscal year 2007 will not result in adjustments that would have a
material adverse effect on our financial position or results of operations; however, future material
adjustments are possible.

Our conduct and performance is also subject to the False Claims Act. The False Claims Act
prohibits contractors from knowingly submitting false or fraudulent claims to the Federal Government.
We have established standards of conduct for our employees and a reporting mechanism that any of
our employees can use to report inappropriate or illegal activities.

From time to time we may engage in activities that require us to comply with the various U.S.
Government export control laws and regulations administered by the U.S. Department of State, U.S.
Department of Commerce, U.S. Treasury Office of Foreign Assets Control, and the Bureau of Customs
and Border Protection. We have dedicated personnel assigned to maintain and coordinate our
compliance activities in this area.

Copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports
on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of
the Securities Exchange Act of 1934, as amended (“Exchange Act™), are available free of charge on the
Investor Relations section of our website at www.si-intl.com as soon as reasonably practicable after we
electronically file the material with, or furnish the material to, the Securities and Exchange
Commission, or SEC. :

You may obtain a printed copy of any of the foregoing ma.terials from us by writing to us at
SI International, Inc., 12012 Sunset Hills Road, Suite 800, Reston, Virginia 20190, Attention: Investor
Relations. ) ‘
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Item 1A. Risk Factors
Risks Related to Our Industry

We depend on contracts with the Federal Government for most of our revenue, and our business would
be seriously harmed if the government ceased doing business with us or significantly decreased the
amount of business it does with us.

We derived approximately 99% of our total revenue in both fiscal 2007 and in fiscal 2006 from
Federal Government contracts, either as a prime contractor or a subcontractor. This includes 45.5%
and 46.6% of our total revenue in fiscal 2007 and in fiscal 2006, respectively, that we derived, either as
a prime contractor or a subcontractor, from contracts with agencies of the DoD and Intelligence
community. We expect that we will continue to derive most of our revenue for the foreseeable future
from work performed under Federal Government contracts. If we were suspended or otherwise
prohibited from contracting with the Federal Government generally, or with any significant agency of
the DoD or the Intelligence community, or if our reputation or relationship with the Federal
Government or any significant agency of the DoD or the Intelligence community were impaired, or if
any of the foregoing otherwise ceased doing business with us or significantly decreased the amount of
business it does with us, our business, prospects, financial condition and operating results would be
materially adversely affected.

The following chart provides certain information regarding contracts (exclusive of GSA multiple
award schedules) or individual task orders (inclusive of task and delivery orders issued on G5A
multiple award schedules) that represented in excess of 10% of our total revenues for fiscal years 2007
and 2006:

Percent of
Revenues in Expiration
Contract or Task Order Contracting Agency 2007 iﬂ_qg &_
Command, Control, Communications,
Computer, Intelligence, Information,
Technology, Surveillance, and
Reconnaissance,or C4I2TSR, contract . .. U.S. Air Force Space Command 171 214 2013*

*  Inchades option periods.

Although our contract with the Department of Homeland Security known as the Service Center
Operations Team, or SCOT, contract represented less than 10% of our revenues in fiscal year 2007, it
remained an important contract. The SCOT contract was recompeted during 2007, and if we had failed
to win the SCOT contract recompete, or any of our other significant contracts, our business would be
materially and adversely affected. However, we were successful in winning an award under the SCOT
successor contract called the Service Center Operations Support Services, or SCOSS, contract. The
SCOSS contract has a one-year base period and two one-year options with a ceiling value of
approximately $225 million, if all options and award terms are exercised.

Our business could be adversely affected by changes in budgetary priorities of the Federal
Government.

Because we derive a significant portion of our revenue from contracts with the Federal
Government, we believe that the success and development of our business will continue to depend on
our successful participation in Federal Government contract programs. Changes in Federal Government
budgetary priorities could directly affect our financial performance. A significant decline in government
expenditures, a shift of expenditures away from programs that call for the types of services that we
provide, or a change in Federal Government contracting policies could cause Federal Governmental
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agencies to reduce their expenditures under contracts, 10 exercise their right to terminate contracts at
any time without penalty, not to exercise options to extend contracts, or to delay or not enter into new
contracts. Any of those actions could seriously harm our business, prospects, financial condition or
operating results. Moreover, although our contracts with governmental agencies often contemplate that
our services will be performed over a period of several years, Congress usually must approve funds for
a given program each government fiscal year and may significantly reduce or eliminate funding for a
program. Significant reductions in these appropriations by Congress could have a material adverse
effect on our business. Additional factors that could have a serious adverse effect on our Federal
Government contracting business include:

* changes in Federal Government programs or requirements;

* budgetary priorities limiting or delaying Federal Government spending generally, or by specific
departments or agencies in particular, and changes in fiscal policies or available funding,
including potential governmental shutdowns;

* reduction in the Federal Government’s use of technology solutions firms; and
* an increase in the number of contracts reserved for small businesses which could result in our
inability to compete directly for these prime contracts,
Our contracts with the Federal Government may be terminated or adversely modified prior to
completion, which could adversely affect our business.

Federal Government contracts generally contain provisions, and are subject to laws and
regulations, that give the Federal Government rights and remedies not typically found in commercial
contracts, including provisions permitting the Federal Government to:

* terminate our existing contracts;
* reduce potential future income from our existing contracts;
» modify some of the terms and conditions in our existing contracts;

+ suspend or permanently prohibit us from doing business with the Federal Government or with
any specific government agency;

* impose fines and penalties;
* subject us to criminal prosecution;

*+ subject the award of some contracts to protest or challenge by competitors, which may require
the contracting federal agency or department to suspend our performance pending the outcome
of the protest or challenge and which may also require the government to solicit new proposals
for the contract or result in the termination, reduction or modification of the awarded contract;

* suspend work under existing multiple year contracts and related task orders if the necessary
funds are not appropriated by Congress;

+ decline to exercise an option to extend an existing multiple year contract; and
» claim rights in technologies and systems invented, developed or produced by us.

The Federal Government may terminate a contract with us either “for convenience” (for instance,
due to a change in its perceived needs or its desire to consolidate work under another contract) or if
we default by failing to perform under the contract. If the Federal Government terminates a contract
with us for convenience, we generally would be entitled to recover only our incurred or committed
costs, settlement expenses and profit on the work completed prior 1o termination. If the Federal
Government terminates a contract with us based upon our default, we generaily would be denied any
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recovery for undelivered work, and instead may be liable for excess costs incurred by the Federal
Government in procuring undelivered items from an alternative source and other damages as
authorized by law. As is common with government contractors, we have experienced and continue to

. experience occasional performance issues under some of our contracts. We may in the future receive
show-cause or cure notices under contracts that, if not addressed to the Federal Government’s
satisfaction, could give the government the right to terminate those contracts for default or to cease
procuring our services under those contracts,

Our Federal Government contracts typically have terms of one or more base years and one or
more option years. Many of the option periods cover more than half of the contract’s potential term.
Federal governmental agencies generally have the right not to exercise options to extend a contract. A
decision to terminate or not to exercise options to extend our existing contracts could have a material
adverse ¢ffect on our business, prospects, financial condition and results of operations. ‘

The Company is required under certain contracts to provide a performance bond. The market for
performance bonds was severely impacted by certain corporate failures in recent years, the events of
September 11, 2001, and continues to be impacted by general economic conditions. Consequently, the
sureties for the Company’s performance bond program may require additional collateral to issue or
renew performance bonds in support of certain contracts. The Company is also dependant on the
financial health of the surety companies that it relies on to issue its performance bonds. An inability to
obtain new or renew existing performance bonds could result in limitations on the Company's ability to
bid for new or renew existing contracts which could have a material adverse effect on the Company’s
financial condition and results of operations.

Certain of our Federal Government contracts also contain “organizational conflict of interest”
clauses that could limit our ability to compete for certain related follow-on contracts. For example,
when we work on the design of a particular solution, we may be precluded from competing for the
contract to install that solution, While we actively monitor our contracts to avoid these conflicts, we
cannot guarantee that we will be able to avoid all organizational conflict of interest issues.

If we fail to establish and maintain important relationships with government entities and agencies, our
ability to successfully bid for new business may be adversely affected.

To develop new business opportunities, we primarily rely on establishing and maintaining
relationships with various government entities and agencies. We may be unable to successfully maintain
our relationships with government entities and agencies, and any failure to do so could materially
adversely affect our ability to compete successfully for new business.

We derive significant revenue from contracts and task orders awarded through a competitive
acquisition process. If we are unable to win new awards or successfully compete for renewal contracts,
our business and prospects may be adversely affected.

A significant number of our contracts and task orders with the Federal Government are awarded
through a competitive process. We expect that much of the business that we will seek in the foreseeable
future will continue to be awarded through competitive bidding of new contracts and task orders and
contracts subject to renewal. Recently, members of Congress and administration officials have
authorized changes to the procurement process intended to increase competition among suppliers to
the Federal Government. Budgetary pressures and reforms in the procurement process have caused
many Federal Government clients to increasingly purchase goods and services through 1D/1Q, contracts,
including GSA contracts, and other GWACs. These contracts have increased competition and pricing
pressure by concentrating work under fewer contracts, and requiring competition both prior to the
initial award of the contract and throughout the term of the contract in order to obtain task orders for
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the services we provide, requiring that we make sustained post-award marketing efforts to realize
revenue under each such contract.

The competitive process presents a number of risks, including the following:

* we expend substantial funds, managerial time and effort to prepare bids and proposals for
contracts that we may not win;

* we may be unable to estimate accurately the resources and cost that will be required to service
any contract we win, which could result in substantial cost overruns;

* we may encounter expense and delay if our competitors protest or challenge awards of contracts
to us in competitive bidding, and any such protest or challenge could result in a requirement to
resubmit proposals on modified specifications or in the termination, reduction or modification of
the awarded contract;

* we may be chosen as one of the contractors for a multiple award GWAC, ID/IQ or GSA
Schedule contract, but not be awarded a sufficient number of tasks under the contract to justify
our time, effort, and expense in bidding on the contract and subsequent task orders;

* the government may initially award a GWAC, 1D/1Q, or GSA Schedule contract but fail to
provide funding for the number of task orders necessary to justify our time, effort, and expense
in bidding on the contract and subsequent task orders.

The government contracts for which we compete typically have multiple year terms, and if we are
unable to win a particular contract, we generally will be foreclosed from competing again for that
contract until its expiration several years later. If we are unable to win new contract awards, our
business and prospects will be adversely affected. In addition, upon the expiration of a contract, if the
client requires further services of the type provided by the contract, there is frequently a competitive
rebidding process. There can be no assurance that we will win any particular bid or recompetition bid,
or that we will be able to replace business lost upon expiration or completion of a contract, and the
termination or nonrenewal of any of our significant contracts or a substantial portion of our other
contracts could materially adversely affect our operating results.

Our business may suffer if our facilities or our employees are unable to obtain or retain the security
clearances or other qualifications needed to perform services for our clients,

Many of our Federal Government contracts require employees and facilities used in specific
engagements to hold security clearances and to clear agency checks and Defense Security Service, or
DSS, checks. Many of our contracts require us to employ personnel with specified levels of education,
work experience and security clearances. Depending on the level of clearance, security clearances can
be difficult and time-consuming to obtain. If our employees or our facilities lose or are unable to
obtain necessary security clearances or successfully clear necessary agency or DSS checks, we may not
be able to win new business and our existing clients could terminate their contracts with us or decide
not to renew them. To the extent we cannot obtain or maintain the security clearances necessary for
our facilities or our employees working on a particular contract or to the extent our facilities or our

.employees do not successfully clear necessary agency checks or DSS checks, we may not derive the

revenue anticipated from the contract, and our operating results could be materially adversely affected,

We must comply with a variety of laws, regulations and procedures and our failure to comply could
harm our operating results.

We must observe laws and regulations relating to the formation, administration and performance
of Federal Government contracts which affect how we do business with our clients and impose added
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costs on our business. For example, the Federal Acquisition Regulation and the industrial security
regulations of the DoD and related laws include provisions that:

e allow our Federal Government clients to terminate or not renew our contracts if we come under
foreign ownership, control or influence;

* require us to disclose and certify cost and pricing data in connection with contract negotiations;
* require us to prevent unauthorized access to classified information; and

* require us to comply with laws and regulations intended to promote various social or economic I
q £ P
goals.

Some of our activities are subject to the export control laws and regulations administered by the .
Department of State, Department of Commerce, Treasury Office of Foreign Assets Control, and the |
Bureau of Customs and Border Protection. Additionally, we are subject to industrial security
regulations of the DoD and other federal agencies that are designed to safeguard against foreigners’
access to classified information. If we were to come under foreign ownership, control or influence, we |
could lose our facility security clearances, which could result in our Federal Government customers
terminating or deciding not to renew our contracts, and could impair our ability to obtain new
contracts. |

In addition, our employees often must comply with procedures required by the specific agency for
which work is being performed, such as time recordation or prohibition on removal of materials from a
location.

Qur failure to comply with applicable laws, regulations or procedures, including federal
procurement regulations and regulations regarding the protection of classified information, could result
in contract termination, loss of security clearances, suspension or prohibition from contracting with the
Federal Government, civil fines and damages and criminal prosecution and penalties, any of which
could materially adversely affect our business.

The Federal Government may revise its procurement or other practices in a manner adverse to us.

The Federal Government may revise its procurement practices or adopt new contracting rules and
regulations, such as cost accounting standards. It could also adopt new contracting methods relating to
GSA contracts, GWACs or other government-wide contracts, or adopt new standards for contract
awards intended to achieve certain social or other policy objectives, such as establishing new set-aside
programs for small or minority-owned businesses. In addition, the Federal Government may face '
restrictions from new legislation or regulations, as well as pressure from government employees and
their unions, on the nature and amount of services the Federal Government may obtain from private
contractors. These changes could impair our ability to obtain new contracts or contracts under which
we currently perform when those contracts are put up for recompetition bids. Any new contracting
methods could be costly or administratively difficult for us to implement, and, as a result, could harm
our operating results. For example, on June 30, 2007, a rule enacted by the U.S. Small Business
Administration came into effect concerning the small business certification that companies must provide
under contract vehicles with small business set-asides. Under certain circumstances, this rule may
require companies to recertify as small businesses after they have been acquired by larger companies. A
company that cannot recertify as a small business may experience decreased task orders awarded under
contract vehicles, including on contracts with small business set-aside requirements. Additionally, recent
changes in the acquisition regulations concerning the process for awarding time and materials and labor
hour service contracts may make it more difficult to obtain such contracts in the future.
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Qur contracts and administrative processes and systems are subject to audits and cost adjustments by
the Federal Government, which could reduce our revenue, disrupt our business or otherwise adversely
affect our results of operations.

Federal governmental agencies, including the DCAA, routinely audit and investigate government
contracts and government contractors’ administrative processes and systems. These agencies review our
performance on contracts, pricing practices and cost structure. They also review our compliance with
applicable laws, government regulations, policies and standards and the adequacy of our internal
control systems and policies, including our purchasing, property, estimating, conipensation and
management information systems. Any costs found to be improperly allocated to a specific contract will
not be reimbursed, and any such costs already reimbursed must be refunded. Moreover, if any of our
administrative processes and systems are found not to comply with the applicable requirements, we may
be subjected to increased government scrutiny or required to obtain .additional governmental approvals
that could delay or otherwise adversely affect our ability to compete for or perform contracts.
Therefore, an unfavorable outcome to an audit by the DCAA or another government agency, such as
the DSS, which verifies security compliance, could materially adversely affect our competitive position
and result in a substantial reduction of our revenues. If a government investigation uncovers improper
or illegal activities, we may be subject to civil and criminal penalties and administrative sanctions,
including termination of contracts, forfeitures of profits, suspension of payments, fines and suspension
or debarment from doing business with the Federal Government. In addition, we could suffer serious
harm to our reputation if allegations of impropriety were made against us.

Failure to maintain strong relationships with other government contractors could result in a decline in
our revenue,

We derived approximately 21% of our total revenue in fiscal 2007 and 20% of our total revenue in
fiscal 2006 from contracts under which we acted as a subcontractor or from “teaming” arrangements in
which we and other contractors bid together on particular contracts or programs. As a subcontractor or
team member, we often lack control over fulfillment of a contract, and poor performance on the
contract could tarnish our reputation, even when we perform as required. We expect to continue to
depend on relationships with other contractors for a portion of our revenue in the foreseeable future.
Moreover, our revenue and operating results could be materially adversely affected if any prime
contractor or teammate chooses to offer a client services of the type that we provide or if any prime
contractor or teammate teams with other companies to independently provide those services.

The calculation of our backlog is subject to numerous uncertainties, and we may not receive the full
amounts of revenue estimated under the contracts included in our backlog, which could reduce our
revenue in future periods.

Backlog is our estimate of the amount of revenue we expect to realize over the remaining life of
the awarded contracts and task orders we have in hand as of the measurement date. Our total backlog
consists of funded and unfunded backlog. We define funded backlog as estimated future revenues
under government contracts and task orders for which funding has been appropriated by Congress and
authorized for expenditure by the applicable agency under our contracts, plus estimated future revenues
we expect to receive under signed purchase orders with commercial clients. Unfunded backlog is the
difference between total backlog and funded backlog. Unfunded backlog reflects our estimate of future
revenues under awarded government contracts and task orders for which either funding has not been
appropriated or expenditures have not been authorized. Our total backlog does not include estimates of
revenue from GWAC or GSA schedules beyond contract or task order awards, but our unfunded
backlog does include estimates of revenue beyond contract or task order awards for other types of 1D/
IQ contracts, including our C4I2TSR contract with the U.S. Air Force Space Command.
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The calculation of backlog is highly subjective and is subject to numerous uncertainties and
estimates, and there can be no assurance that we will in fact receive the amounts we have included in
our backlog. Our assessment of a contract’s potential value is based upon factors such as historical
trends, competition and budget availability. In the case of contracts which may be renewed at the
option of the applicable agency, we generally calculate backlog by assuming that the agency will
exercise all of its renewal options; however, the applicable agency may elect not to exercise its renewal
options. In addition, federal contracts typically are only partiaily funded at any point during their term,
and all or some of the work to be performed under a contract may remain unfunded unless and until
Congress makes subsequent appropriations and the procuring agency allocates funding to the contract.
Our estimate of the portion of backlog from which we expect to recognize revenues in fiscal 2007 or
any future period is likely to be inaccurate because the receipt and timing of any of these revenues is
dependent upon subsequent appropriation and allocation of funding and is subject to various
contingencies, such as timing of task orders, many of which are beyond our control. In addition, we
may never receive revenues from some of the engagements that are included in our backlog and this
risk is greater with respect to unfunded backlog.

The actual receipt of revenues on engagements included in backlog may never occur or may
change because a program schedule could change, the program could be canceled, the governmental
agency could elect not to exercise renewal options under a contract or could select other contractors to
perform services, or a contract could be reduced, modified or terminated. We adjust our backlog on a
quarterly basis to reflect modifications to or renewals of existing contracts or task orders, awards of
new contracts or task orders, or approvals of expenditures. Additionally, the maximum contract value
specificd under a government contract or task order awarded to us is not necessarily indicative of the
revenues that we will realize under that contract. We also derive revenues from ID/IQ contracts, which
typically do not require the government to purchase a specific amount of goods or services under the
contract other than a minimum quantity which is generally very small. If we fail to realize revenue
included in our backlog, our revenues and operating results for the then current fiscal year as well as
future reporting periods could be materially adversely affected.

Loss of our GSA contracts or GWACs would impair our ability to attract new business.

We are a prime contractor under several GSA contracts and GWAC schedule contracts. We believe
that our ability to continue to provide services under these contracts will continue to be important to
our business because of the multiple opportunities for new engagements each contract provides. If we
were to lose our position as prime contractor on one or more of these contracts, we could lose
substantial revenues and our operating results could suffer. GSA contracts and other GWACs typically
have a one or two-year initial term with multiple options exercisable at the government client’s
discretion to extend the contract for one or more years. We cannot be assured that our government
clients will continue to exercise the options remaining on our current contracts, nor can we be assured
that our future clients will exercise options on any contracts we may receive in the future.

If subcontractors on our prime contracts are able to secure positions as prime contractors, we may
lose revenue.

For each of the past several years, as the GSA schedule contracts and GWACs have increasingly
been used as contract vehicles, we have received substantial revenue from government clients relating
to work performed by other information technology providers acting as subcontractors to us. In some
cases, companies that have not held GSA schedule contracts or secured positions as prime contractors
on GWACs have approached us in our capacity as a prime contractor, seeking to perform services as
our subcontractor for a government client. Some of these providers that are currently acting as
subcontractors to us may in the future secure positions as prime contractors. If one or more of our
current subcontractors are awarded prime contractor status in the future, it could reduce or eliminate
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our revenue for the work they were performing as subcontractors to us. Revenue derived from work
performed by our subcontractors represented approxlmately 20% of our revenue for fiscal 2007 and
19% of our revenue for fiscal 2006.

Risks Associated with International Operations

Our international business exposes us to additional risks including exchange rate fluctuations, foreign
tax and legal regulations and political or econemic instability that could materially adversely affect our
operating results.

In connection with providing services to our clients, we are sometimes required to engage in
international operations (including international operations under U.S. government contracts). -
Conducting international business subjects us to risks associated with operating in and selling to foreign
countries, including:

+ devaluations and fluctuations in currency exchange rates;

* changes in or interpretations of foreign regulations that may adversely affect our ability to sell
all of our products or repatriate profits to the United States;

* imposition of limitations on conversions of foreign currencies into dollars;
P

* imposition of limitations on or increase of withholding and other taxes on remittances and other
payments by foreign subsidiaries or joint ventures; .

* compliance with U.S. laws and regulations that apply extraterritorially which may conflict, in
whole or in part, with local laws and regulations in countries where we operate;

+ compliance with the local labor taws of the countries in which we operate;
* hyperinflation, nationalization, or political instability in foreign countries;

* military activities or terrorist incidents in foreign countries, including those which may result in
the closure of ports and border crossings or the risk of personal injury to our personnel;

+ imposition or increase of investment and other restrictions or requirements by foreign
governments; and

* compliance with U.S. export control laws and regulations, which may impact our ability to
provide goods and services abroad.

To the extent that our customers request us to provide services and support outside of the United
States, these and other risks associated with international operations are likely to increase. Although
such risks have not harmed our operating results in the past, no assurance can be given that such risks
will not materially adversely affect our operating results in the future.

Risks Related to Qur Business

We may lose money or generate less than anticipated profits if we do not accurately estimate the cost
of our performance under fixed-price or time and materials contracts.

Some of our contracts require that we perform on a fixed price basis. We derived 37.7% of our
total revenue in fiscal 2007 and 28.0% of our total revenue in fiscal 2006 from fixed price contracts. A
fixed price contract generally provides that we will receive a specified price for our performance under
the contract, regardless of the cost to us of such performance. This requires that we accurately estimate
the cost that we will incur to perform our obligations under any contract at the time that we submit
our proposal to the applicable government agency. When making proposals for engagements on a fixed
price basis, we rely on our estimates of costs and timing for completing the projects. These estimates
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are subject to numerous variables and uncertainties, and there can be no assurance that the costs of
performing under any fixed price contract will not exceed, perhaps substantially, our estimates. Any
increased or unexpected costs or unanticipated delays in connection with the performance of fixed price
contracts, including costs and delays caused by factors outside our control, could make these contracts
less profitable than anticipated or could cause us to incur losses, which could be substantial, on these
contracts. In the past, we have from time to time incurred losses on some fixed price contracts and our
profits on some fixed price contracts have been less than anticipated. Our operating results could be
materially adversely affected if the actual costs of performing under these contracts exceed our
estimates. ‘

Many of our contracts are performed on a time and materials basis. A time and materials contract
typically provides that we are paid a fixed hourly rate for direct labor costs expended and reimbursed
for allowable materials, costs and expenses. We derived 34.7% of our total revenues in fiscal 2007 and
40.2% of our total revenues for fiscal 2006 from time and materials contracts. While time and materials
contracts are generally subject to less uncertainty than fixed price contracts, to the extent that our
actual labor costs are higher than the contract rates, we may lose money on the contract. Additionally,
recent changes in federal acquisition rules concerning the procedures for authorizing time and material
and labor hour service contracts may affect our ability to obtain time and material contracts in the
future.

Our margins and operating results may suffer if cost reimbursable contracts increase as a percentage
of our total government contracts.

In general, cost reimbursable contracts are the least profitable of our government contracts. Our
cost reimbursable contracts generally provide for reimbursement of costs, which are determined to be
reasonable, allowable and allocable to the contract, as well as payment of a fee representing the profit
margin negotiated between us and the contracting agency, which may be fixed or performance based.
Our time and materials contracts generally are more profitable than our cost reimbursable contracts.
Cost reimbursable contracts contributed 27.6% and 31.8% of our total revenues in fiscal 2007 and fiscal
2006, respectively. To the extent that cost reimbursable contracts represent an increased proportion of
our total government contracts, our operating results could be materially adversely affected.

Our markets are highly competitive, and many of the companies we compéte against have substantially
greater resources. '

We operate in highly competitive markets that include a large number of participants and involve
intense competition to win contracts. Many of our competitors may compete more effectively than we
can because they are larger, have greater financial and other resources, have better or more extensive
relationships with government officials involved in the procurement process and have greater brand or
name recognition. In order to stay competitive in our industry, we must attract and retain the highly
skilled employees necessary to provide our services and keep pace with changing technologies and
client preferences. In addition, some of our competitors have established alliances or strategic
relationships among themselves or with third parties in order to increase their ability to address client
needs. As a result, new competitors or alliances among competitors may emerge and compete more
effectively than we can. There is also a significant industry trend towards consolidation which may
result in the emergence of larger companies that may be better able to compete with us. If we are
unable to compete effectively, our business could be materially adversely affected.

Our failure to attract and retain qualified employees, including our executive and senior management
team, may adversely affect our business.

Our continued success depends to a substantial degree on our ability to recruit and retain the
technically skilled personnel we need to serve our clients effectively. Our business involves the
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development of tailored technology solutions for our clients, a process that relies heavily upon the
expertise and services of our employees. Competition for skilled personnel, especially those with Top
Secret or SCI clearances, in the information technology services industry is intense, and technology
service companies often experience high attrition among their skilled employees. Recruiting and
training these employees requires substantial resources. QOur failure to attract and retain technical
personnel could increase our costs of performing our contracts, reduce our ability to meet our clients’
needs, limit our ability to win new business and constrain our ability to grow.

Certain types of services are subject to the Service Contract Act and the Davis-Bacon Act. These
Acts require that the contractor pay to all personnel assigned to the contract at least the prevailing
wage and fringe benefits, as established by and in accordance with the regulations promulgated by the
Department of Labor. We have an established policy pursuant to which we evaluate RFP’s that include
Service Contract Act and Davis-Bacon Act requirements and, in the event of an award to us, ensure
our compliance with these requirements.

We may be affected by intellectual property infringement claims.

Our business operations may rely on intellectual property. Our employees develop some of the
software solutions and other forms of intellectual property that we use to provide IT solutions to our
customers, but we also may license technology from other entities. Typically, under Federal
Government contracts, our customers may claim rights in the intellectual property we develop, making
it impossible for us to prevent their future use of our intellectual property. We are and may in the
future be subject to claims from our employees or third parties who assert that certain software
solutions and other forms of intellectual property that we used in delivering services and solutions to
our customers infringe upon intellectual property rights of such employees or third parties. If our
vendors, employees or third parties assert claims that we or our customers are infringing on their
intellectual property, we could incur substantial costs to defend these claims. In addition, if any of these
infringement claims are ultimately successful, we could be required to:

*» cease selling or using products or services that incorporate the challenged:software or
technology;

* obtain a license or additional licenses; or

* redesign our products and services that rely on the challenged software or technology.

Employee misconduct could adversely affect our business and reputation, as well as expose us te other
risks and losses.

While we endeavor to ensure that our employees adhere to all applicable laws and regulations
governing their conduct, as well as to our polices, including our Code of Ethics and Business Conduct,
we may be unable to prevent our employees from engaging in misconduct, fraud or other improper
activities that could adversely affect our business and reputation. Although we take steps to ensure that
our employees do not engage in misconduct, such steps may not be effective and we may incur
substantial costs in investigating any allegations of misconduct in addition to any penalties that may be
imposed should misconduct be found to exist. Such penalties may include civil and/or criminal liability,
loss of security clearances, or suspension and debarment under various federal government laws and
regulations such as those concerning procurement, the protection of classified information, export
compliance, the pricing of labor and other costs in government contracts, time card fraud and violations
of the Anti-Kickback Act.
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A substantial majority of our historical growth has been due to acquisitions and we may have difficulty
identifying and executing future acquisitions on favorable terms, which may adversely affect our results
of operations and stock price.

A substantial majority of our historical growth was the result of acquisitions, and the selective
pursuit of acquisitions remains one of our key growth strategies. We cannot assure you that we will be
able to identify and execute suitable acquisitions in the future on terms that are favorable to us, or at
all. .

We may encounter other risks in executing our acquisition strategy, including:
* increased competition for acquisitions which may increase the price of our acquisitions;

* the potential impact on the companies we might seek to acquire due to changes in the U.S.
Small Business Administration rules concerning recertification as a small business in order to
continue to qualify for small business set-aside awards; and

* our failure to discover material liabilities during the due diligence process, including the failure
of prior owners of any acquired businesses or their employees to comply with applicable laws or
regulations such as the Federal Acquisition Regulation and health, safety, employment and
environmental laws and regulations, or their failure to fulfill their contractual obligations to the
Federal Government or other clients.

In connection with any future acquisitions, we may decide to consolidate the operations of any
acquired business with our existing operations or to make other changes with respect to the acquired
business, which could result in special charges or other expenses. Our results of operations also may be
adversely affected by expenses we incur in making acquisitions and, in the event that any goodwill
resulting from present or future acquisitions is found to be impaired, by goodwill impairment charges.
As of December 29, 2007, we had approximately $265.5 million of goodwill resulting from acquisitions
on our balance sheet and, to the extent we make future acquisitions, the amount of goodwill could
increase, perhaps substantially. Any of the businesses we acquire may also have liabilities or adverse
operating issues.

In addition, our ability to make future acquisitions may require us to obtain additional financing
and we may be materially adversely affected if we cannot obtain additional financing for any future
acquisitions. To the extent that we seek to acquire other businesses in exchange for our common stock,
fluctuations in our stock price could have a material adverse effect on our ability to complete
acquisitions and the issuance of common stock to acquire other businesses could be dilutive to our
stockholders. To the extent that we use borrowings to acquire other businesses, our debt service
obligations could increase substantially and relevant debt instruments may, among other things, impose
additional restrictions on our operations, require us to comply with additional financial covenants or
require us to pledge additional assets to secure our borrowings. '

We may have difficulty integrating the operations of any companies we acquire, which may adversely
affect our results of operations.

The success of our acquisition strategy will depend upon our ability to successfully integrate any
businesses we may acquire in the future. The integration of these businesses into our operations may
result in unforeseen events or operating difficulties, absorb significant management attention and
require significant financial resources that would otherwise be available for the ongoing development of
our business. These integration difficutties could include the integration of personnel with disparate
business backgrounds, the transition to new information systems, coordination of geographically
dispersed organizations, loss of key employees of acquired companies and reconciliation of different
corporate cultures. For these or other reasons, we may be unable to retain key clients or to retain or
renew contracts of acquired companies. Moreover, any acquired business may fail to generate the
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revenue or net income we expected or produce the efficiencies or cost-savings that we anticipated. Any
of these outcomes could materially adversely affect our operating results.

If we are unable to manage our growth, our business may be adversely affected.

Sustaining our growth has placed significant demands on our management, as well as on our
administrative, operational and financial resources. If we continue to grow, we must improve our
operational, financial and management information systems and expand, motivate and manage our
workforce. If we are unable to do so, or if new systems that we implement to assist in managing any
future growth do not produce the expected benefits, our business, prospects, financial condition or
operating results could be materially adversely affected.

Systems failures may disrupt our business and have an adverse effect on our results of operations.

Any systems failures, including failure of network, software or hardware systems, whether caused
by us, a third-party service provider, unauthorized intruders and hackers, computer viruses, natural
disasters, power shortages or terrorist attacks, could cause loss of data and interruptions or delays in
our business or that of our clients. In addition, the failure or disruption of mail, communications or
utilities could cause us to interrupt or suspend our operations or otherwise harm our business. Our
property and business interruption insurance may be inadequate to compensate us for losses that may
occur as a result of any system or operational failure or disruption, and insurance to cover these types
of risks may not be available in the future on terms that we consider acceptable, if at all.

The systems and networks that we maintain for our clients, although redundant in their design,
could also fail. If a system or network we maintain were to fail or experience service interruptions, we
might expericnce loss of revenue or face claims for damages or contract termination. Qur liability
insurance may be inadequate to compensate us for damages that we might incur and liability insurance
to cover these types of risks may not be available in the future on terms that we consider acceptable, or
at all.

Security breaches in government systems that we develop, integrate, maintain or manage could
adversely affect our business and reputation, as well as expose us to other risks and losses.

Many of the systems we develop, integrate, maintain or manage involve protecting information
relating to national security and other sensitive government functions. A security breach in one of these
systems could result in damage to our customers, as well as expose us to unknown risks or losses that
could exceed the policy limits of our insurance. Additionally, such a security breach could substantially
harm our reputation, including rendering us ineligible for work on sensitive or classified projects.

If our subcontractors fail to perform their contractual obligations, our performance as a prime
contractor and our ability to obtain future business could be materially and adversely impacted.

Approximately 20% of our total revenue for fiscal 2007 and 19% of our total revenue for fiscal
2006 was generated by work performed by subcontractors who perform a portion of the work we are
obligated to deliver to our clients. A failure by one or more of our subcontractors to satisfactorily
deliver on a timely basis the agreed-upon supplies and/or perform the agreed-upon services may
materially and adversely affect our ability to perform our obligations as a prime contractor. In extreme
cases, a subcontractor’s performance deficiency could result in the Federal Government terminating our
contract for default. A default termination could expose us to liability for excess costs of reprocurement
by the government and have a material adverse effect on our ability to compete for future contracts
and task orders.
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Our indebtedness and debt service obligations may increase substantially and we will be subject to
restriction under debt instruments.

As of December 29, 2007, we had approximately $34.3 million of term debt and $20.0 miilion of
revolving credit debt outstanding under our credit facility. In addition, as of December 29, 2007, we
had $40.0 million available for borrowing under the revolving credit facility. On February 13, 2008, we
amended and restated the credit facility, increasing the amount available under the revolving line of
credit to $140.0 million and reducing our outstanding term debt from approximately $94.3 million to
$60.0 million. After the closing of the amended and restated credit facility, we had outstanding term
debt of $60.0 million and approximately $56.7 million of revolving credit debt outstanding.

Our leverage may increase as a result of any future acquisitions and, accordingly, the amount of
our indebtedness will likely increase, perhaps substantially.

Our indebtedness could have significant negative consequences, including:
* increasing our vulnerability to general adverse economic and industry conditions;
* limiting our ability to obtain additional financing;

* requiring that a substantial portion of our cash flow from operations be applied to pay our debt
service obligations, thus reducing cash available for other purposes;

* limiting our flexibility in planning for or reacting to changes in our business or in the industry in
which we compete; and

* placing us at a possible disadvantage compared to our competitors with less leverage or better
access to capital.

Our credit facility bears interest at variable rates based upon prevailing market interest rates,
which exposes us to the risk of increased interest rates. Also, our credit facility requires that we comply
with various financial covenants and impose restrictions on us, including restrictions on, among other
things, our ability to incur additional indebtedness or liens, make acquisitions and pay dividends on our
capital stock.

Our ability to make scheduled payments of the principal of, to pay interest on, or to refinance, our
debt will depend primarily on our future performance, which to a certain extent is subject to the |
economic, financial, competitive and other factors beyond our control. There can be no assurance that |
our business will continue to generate sufficient cash flow from operations in the future to service our ‘
debt or meet our other cash needs. If we are unable to generate this cash flow from our business, we
may be required to refinance all or a portion of our existing debt, sell assets or obtain additional
financing to meet our debt obligations and other cash needs. We cannot assure you that any such
refinancing, sale of assets or additional financing would be possible on terms that we would find
acceptable. :

If we fail to comply with the financial covenants in our credit facility, our lenders may exercise
remedies, including requiring immediate repayment of all outstanding amounts. These financial
covenants are calculated according to the definition of terms contained in the documents governing the
credit facility, which may differ from calculations using generally accepted accounting principles, or
GAAP. The financial covenants in our credit facility include the following:

» the credit facility requires us to maintain a leverage ratio of funded debt to consolidated
EBITDA of 3.75 to 1 throughout the term of the facility; and

* a fixed charge coverage ratio that requires us to maintain a ratio, on a consolidated basis for the
twelve month period ending on the last day of any fiscal quarter, of (i) consolidated EBITDA
_less consolidated capital expenditures for such period, to (ii) the sum of consolidated interest
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expense plus scheduled funded debt payments plus cash taxes for such period, of greater than or
equal to 1.25 to 1.00.

The borrowings and other amounts due under our credit facility are secured by substantially all of .
our current and future tangible and intangible assets, including accounts receivable, inventory and
capital stock of our existing or future subsidiaries. Qur ability to obtain other debt financing may
therefore be adversely affected because the lenders under our credit facility will have a prior lien on
our assets to secure amounts we owe to them. In addition, upon the occurrence of specified events of
default under the credit facility, the lenders would be entitled to demand immediate repayment of all
borrowings and other amounts outstanding under the credit facility and to realize upon the collateral
pledged under the credit facility to satisfy our obligations to them.

The credit facility also requires us to comply with certain covenants, including, among others,
provisions:

*» relating to the maintenance of our assets securing the debt;
* restricting our ability to pledge assets or create other liens;
* restricting our ability to incur additional debt beyond certain levels and in certain circumstances;

= restricting our ability to make certain distributions, investments and restricted payments,
including dividend payments on our equity securities; .

* restricting our ability to alter the conduct of our business or corporate existence;

* restricting our ability to amend, modify, cancel, terminate or fail to renew material contracts;
* restricting our ability to enter into transactions with affiliates;

* restricting our ability to consolidate, merge, or sell our assets;

* restricting our ability to purchase property or assets other than in the ordinary course of
business; and

* restricting our ability to amend, modify or change our organizational documents, including our
charter and bylaws.

Risks Related to Our Common Stock

Provisions of our charter and bylaws and Delaware law make a takeover of our company more
difficult.

Our basic corporate documents and Delaware law contain provisions that might. enable our
management to resist an attempt to take over our company. For example, our Board of Directors can
issue shares of common stock and preferred stock without stockholder approval, and the board could
issue stock to dilute and adversely affect various rights of a potential acquiror. Other provisions of our
charter and bylaws that could deter or prevent a third party from acquiring us include:

* the division of our Board of Directors into three separate classes serving staggered three-year
terms;

+ the absence of cumulative voting in the election of our directors, which means that the holders
of a majority of the voting power of our outstanding capital stock have the power to elect all of
our directors;

* limitations on the ability of our stockholders to remove directors and the provisions requiring
that vacancies in our board of directors must be filled by the remaining directors;

* prohibitions on our stockholders from acting by written consent or calling special meetings; and
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* procedures for advance notification of stockholder nominations.

We are subject to Section 203 of the Delaware General Corporation Law that, subject to
exceptions, would prohibit us from engaging in any business combination with any interested
stockholder, as defined in that section, for a period of three years following the date on which that
stockholder became an interested stockholder.

The board could use these and other provisions to discourage, delay or prevent a change in the
control of our company or a change in our management. These provisions might also discourage, delay
or prevent an acquisition of our company at a price that you may find attractive. These provisions
could also make it more difficult for you and our other stockholders to elect directors and take other
corporate actions and could fimit the price that investors might be willing to pay for shares of our
common stock.

Future sales of shares of our common stock and the resulting dilution that would occur with such
sales could cause the market price of our common stock to decline.

Sales of a substantial number of shares of common stock in the public market in the course of any
offering made pursuant to a registration statement, inctuding any subsequent registration statement, or
the perception that such sales could occur, could materially adversely affect the market price of our
common stock and make it more difficult for us to sell equity securities in the future at a time and
price we deem appropriate. As of February 29, 2008, we had 13,202,414 shares of common stock
outstanding.

SI International’s stock price may fluctuate significantly due to one or any combination of factors
including volatility in the stock market or in our eperating performance or prospects.

The stock market in general and the market for technology stocks, in particular, has been volatile.
Additionally, our revenue and operating results may vary from quarter to quarter and may fall below
the expectations of securities analysts and investors. SI International’s stock price may decrease
significantly due to one or any combination of factors, including those listed in our “Risk Factors”
section and others such as: '

* estimates or recommendations of securitics analysts based on our operating performance or
prospects, or the performance or prospects of other companies deemed to be similar to us;

* strategic decisions by us or our competitors, such as acquisitions, divestments, spin-offs, joint
ventures, or strategic investments;

* changes in business strategy by us or our competitors;
* changes in contract requirements by our customers;
* changes in Federal Government spending levels and priorities; and

* failure of Federal Government to approve budgets on a timely basis.

Item 1B. Unresolved Staff Comments:

None.

Item 2. Properties:

As of December 29, 2007, we leased 28 offices and one warchouse at various U.S. locations for an
aggregate of approximately 500,000 square feet in 15 states and the District of Columbia, none of’
which we sublease to third parties.
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Our corporate offices are located at 12012 Sunset Hills Road, Reston, Virginia in approximately
68,000 square feet of leased space.

Our other major offices are located in Colorado Springs, Colorado, Harrisonburg, Virginia, and in
the Washington DC metropolitan area.

* Our Colorado Springs Campus is a 121,888 square foot facility that replaces two other locations
nearby.

* In Harrisonburg, Virginia we occupy two offices (15,507 square feet under a lease that expires in

November 2013 and 40,948 square feet under a lease which expires October 2016).

* In Fairfax, Virginia we have an office consisting of approximately 37,000 square feet under a
lease that expires in December 2009,

¢ In Arlington, Virginia, our office consists of approximately 14,100 square feet under a lease that
expires in December 2012.

* In Rockville, Maryland, we have an office consisting of épproximately 24,000 square feet under a
lease expiring in November 2011.

* Our Columbia, Maryland office occupies 21,223 square feet under a lease expiring in 2012,

+ In Bethesda, Maryland, we have office space of approximately 10,738 square feet under a lease
that expires November 30, 2008.

* In addition, we have employees who work on engagements at other smaller operating locations
around the United States. .

All of our offices are in new, or modern, well-maintained buildings. The facilities are substantially
utilized and are adequate for present operations. We do not own any real estate.

Item 3. Legal Proceedings:

We are a party to litigation and legal proceédings that we believe to be a part of the ordinary
course of our business. While we cannot predict the ultimate outcome of these matters, we currently
believe that any ultimate liability arising out of these proceedings will not have a material adverse
effect on our financial position. We may become involved in other legal and governmental,
administrative or contractual proceedings in the future.

The SEI acquisition agreement provides for a purchase price adjustment based upon the working
capital of SEI as of the closing date. Subsequent to the closing date, we received a payment of
$1.6 million in connection with services performed prior to the closing date that SEI had not previously
billed, and was not authorized to bill, its customer as of the closing date. The SEI selling stockholders
have asserted that they are entitled to a credit in connection with the calculation of working capital
adjustment in an amount equal to the amount received by us for this post-closing payment. We believe
that, in accordance with GAAP, the SEI selling stockholders should not receive the benefit of the
post-closing payment. In accordance with the terms of the SEI acquisition agreement, the parties have
jointly submitted the issue to an independent accounting firm for resolution. We anticipate that this
matter will be resolved before the end of 2008.

4

Item 4. Submission of Matters to a Vote of Security Holders:

The Company had no matters submitted to stockholders for their consideration during the fourth
quarter ended December 29, 2007. ’ '
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PART I1

Item 5. Market for the Company’s Common Equity and Related Stockholder Matters and Issuer
Purchases of Equity Securities:

Since November 12, 2002, SI International’s common stock has been publicly traded on the
NASDAQ Stock Market under the symbol “SINT.” Prior to November 12, 2002, SI International’s
common stock was not publicly traded. The high and low sales prices of SI International’s common
stock for the time period indicated below, as reported by the NASDAQ Stock Market, were:

High Low

Year ended December 29, 2007;

First QUarter . . ...t e $33.50 $25.01

Second QUarter ... ...t e e e e e e $33.76  $26.36

Third QUArteT . . ..o vttt e e $34.87 8$26.35

Fourth Quarter . ... ... ... . ... ittt i $31.05 $24.55
Year ended December 30, 2006:

First QUarter . . ..ottt e i e et $35.50 $27.39 -

Second Quarter .. ...... ... .. $36.26 $28.17

Third Quarter . ... ... . e e $32.15 $26.41

Fourth QUarter .. ... .. ...ttt $35.00 $30.34

As of February 29, 2008, there were approximately 163 holders of record of our common stock. As
of February 29, 2008, the closing price of our common stock was $24.88.

We have never declared or paid any cash dividends on our common stock. We currently intend to
retain earnings, if any, to support our growth strategy and do not anticipate paying cash dividends in
the foreseeable future.
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Comparative Stock Price Performance Graph

The comparisons on the following graph and table are required by the Securities and Exchange
Commission and are not intended to forecast or be indicative of possible future performance of our
common stock. The information contained in this table shall not be deemed to be “soliciting material” or to
be “filed” with the Secunities and Exchange Commission, nor shall it be incorporated by reference into any
previous or future filings under the Securities Act of 1933 or the Exchange Act.

The following graph compares the cumulative total stockholder return on our common stock from
November 12, 2002 (the first trading in common stock of SI International) through December 28, 2007,
with the cumulative total return on (i) the NASDAQ Stock Market—U.S. index and (ii) a peer group
composed of SI International and the following other Federal Government Service Providers with
whom we compete: CACI International Inc., Dynamics Research Corp., ManTech International Corp.,
MTC Technologies Inc., NCI, Inc., SRA International Inc., ICF International, Inc. and Stanley, Inc.

The graph assumes an investment of $100 on November 12, 2002 in each of SI International, the
NASDAQ Stock Market—U.S. index and the members of our peer group. The comparison also
assumes that all dividends are reinvested and all returns are market-cap weighted. The historical
information set forth below is not necessarily indicative of future performance. '

Comparison of Cumulative Total Return Among SI International, Inc.,
The NASDAQ Stock Market—U.S. Index and Federal Government Services
Provider Index

275

220

1685

Indexed Prices

110 1

55

o y T T T T T
11/12/2002 8/06/2003 /2912004 1/21/2005 10/1472005 7/11/2006 410412007 12/28/2007
= St Infernational Inc, = - NASDAQ Composite Index =* Fedaral Government Services Provider Index
December 29, 2007
SIInternational . .. ... oot e $194.00
NASDAQ Stock Market US. Index . ...................... 198.17
Federal Government Services Provider Index . . .. ............. 167.2¢
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Item 6. Selected Financial Data:

The selected financial data presented below for our 2007, 2006, 2005, 2004, and 2003 fiscal years
are derived from our audited consolidated financial statements included in this Form 10-K. You should
read the selected financial data presented below in conjunction with the consolidated financial
statements, the notes to the consolidated financial statements and with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” included elsewhere in this Form 10-K. Our
fiscal year is based on the calendar year and ends each year on the Saturday closest to, but not falling
after, December 31 of that year. All fiscal years shown below other than 2005, include 52 weeks. Fiscal
2005 includes 53 weeks.

Fiscal Year
SI International, Inc,

2007 2006 2005 2004 2003
(dollars in thousands, except per share data)

Statement of Operations Data:

REVEINUE . .ottt ein e ettt enen $510,820 $461,970 $397,919 $262,306 $168,287
Costs and expenses:

Costofservices ...........counvenueon. 325,695 290,675 246,481 166,774 101,940

Selling, general and administrative . . ... ... 138,854 124,847 113,015 71,917 51,569

Depreciation and amortization. . . ... ... .. 3,590 2,692 2,161 2,231 2,009

Amortization of intangible assets . ........ 4,047 3,116 2,292 648 —_
Total operating expenses. . . .............. 472,186 421,330 363,949 241,570 155,518
Income from operations . ................ 38,634 40,640 33,970 20,736 12,769
Other income (expense) .. ............... 258 88 12 (D —
Interest expense, net . .................. (7,154)  (7,731)  (6,103)  (2,760) (606)
Income before provision for income taxes . ... 31,738 32,997 27,879 17,975 12,163
Provision for income taxes ............... 12,445 12,844 10,942 7,098 4,784
Netincome ..........cuiiiriunnnnnnn 19,293 20,153 16,937 10,877 7,379
Net income attributable to common

stockholders . ............ ... ....... $ 19293 $ 20,153 §$ 16,937 §$ 10877 § 7,379
Earnings per common share:

Basic . ....... e e $ 148 $§ 161 $§ 151 $ 120 $ 087

Diluted .............. ... . o, 1.45 1.56 1.45 1.14 0.87
Balance Sheet Data (at period end):
Cash and cash equivalents . .............. $ 13,129 § 19457 § 26,160 $ 3,754 $ 12,302
Working capital . ...................... 60,562 64,201 76,023 21,927 39,708
Total assets .. ... i oo e 461,447 381,133 335695 212,107 106,627
Total debt, including capital lease obligations .. 114,525 70,577 99,542 29,291 530
Total stockholders’ equity .. .............. 260,703 239212 167,869 145,070 81,547
Other Financial Data:
Capital expenditures. .. ................. 6,029 8,507 2,727 1,225 1,291
Net cash provided by (used in) operations . . . . 19,233 32,256 26,599 (1,655) 16,079
Net cash used in investing activities . . . ... ... (71,701} (58,981) (74,821) (B86,665) (12,241)
Net cash provided by (used in) financing

ACHVILIES . . o o . ottt e e 46,140 20,022 70,628 79,772 (2,392)
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations:

The following discussion and analysis should be read in conjunction with the Item 6. “Selected
Consolidated Financial Data,” the consolidated financial statements and related notes included
elsewhere in this Form 10-K, and the forward-looking disclaimer language in italics before Item 1.
“Business”,

Qur fiscal year is based on a calendar year and ends each year on the Saturday closest to, but not
falling after, December 31 of that year. As a result, our fiscal year may be comprised of 52 or 53 weeks. Our
2005 fiscal year had 53 weeks. Our 2007, 2006, 2004 and 2003 fiscal years each had 52 weeks.

Overview

We are, first and foremost, a provider of information technology, or IT, and network solutions to
the Federal Government, Our clients include the U.S. Air Force, U.S. Army, U.S. Navy, Department of
State, Department of Homeland Security, Department of Energy, Department of Agriculture, National
Institutes of Health, Federal Retirement Thrift Investment Board, National Guard Bureau, and the
Intelligence community. We combine our technology and industry expertise to provide a full spectrum
of state-of-the-practice solutions and services, from design and development to implementation and
operations, which assist our clients in achieving mission success. We believe that our company is
distinguishable from our peers within the federal IT sector in several important respects.

We employ a “Rapid Response ® Rapid Deployment®” methodology that enables the rapid
standing up of innovative solutions and the incorporation of additional capabilitics in rapid succession.
This capability allows us to respond to urgent IT imperatives quickly, often in a matter of months, and
within a well defined budget. We can, therefore, provide solutions for current IT needs, while
establishing a platform for advancing long-term transformational objectives. We possess a proven ability
to respond to high priority information technology and network needs through innovation, and an
enviable reputation for timely delivery of robust solutions on assignments where failure is not an
option. Our solutions enable clients to respond to new mandates, expand the scope of their missions,
and reengineer underlying business processes. We have a demonstrated ability of turning troubled IT
projects into winning outcomes and realized exceptional growth from high-quality client engagements,
We also utilize mature and proven processes to manage and market large-scale 1D/IQ contracts, such as
C4I2TSR. We employ a diverse, innovative team that effectively utilizes small business partners’ unique
skills and expertise for mission critical IT projects.

Fiscal 2007 Review and Fiscal 2008 Outlook

During the past year, we experienced continued growth in our four key focus areas: Defense
Transformation, Homeland Defense, Federal IT Modernization, and Mission-Critical Qutsourcing.
Virtually all of our engagements with the DoD either directly support, or are closely related to DoD
Transformation goais. We will continue aligning our programs and capabilities along our focus areas of
Homeland Defense, Federal IT Modernization, Mission-Critical Outsourcing, and Defense
Transformation given these sectors most accurately reflect our customer’s highest priorities. The Federal
Government’s increased use of technology drove our growth in 2007. We expect that government
initiatives involving information sharing, “net-centric” warfare, and business process transformation will
be among our custamer base’s key focus areas in 2008,

In June 2007, we acquired LOGTEC, which enhanced our ability to provide a full spectrum
logistics support, acquisition support, program management and related information technology services
across the complete systems life-cycle with core competencies in systems support, data management,
network design and maintenance, systems integration, financial management, engineering test &
evaluation, or T&E, acquisition management supply and maintenance support. We service programs for
the Army, Navy and Department of Defense such as the Defense Logistics Agency, Defense Finance
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and Accounting Service, Naval Air Depots and Headquarters, Army Materiel Command. Our logistics
teams are playing a key role in implementing the Base Re-alignment & Closure Commission’s
recommendations; assisting elements of each service as they re-locate and sustain operations.

For each of fiscal 2007 and fiscal 2006, we received approximately 99% of our revenues from
services we provided to various departments and agencies of the Federal Government, both directly and
through other prime contractors, and approximately 1% of our total revenues from work performed for
commercial entities. The following table shows our revenues from the client groups listed as a
percentage of total revenue. Revenue data for the DoD includes revenues generated from work
performed under engagements for both the DoD and the Intelligence community.

Fiscal Year

. _ 2007 2006 2005
Department of Defense . ........... S 45.5% 46.6% 46.9%
Federal civilian agencies. . ... ..o vvi i 533% 519% 51.2%
Commercial entities . . . ... v ittt i s e 1.2% 1.5% 1.9%
Total revenue . . . ... oo i iin vty - e e e 100.0% 100.0% 100.0%

We have derived a substantial majority of our revenues from governmental contracts under which
we act as a prime contractor, We also provide services indirectly as a subcontractor. The following table
shows our revenues as prime contractor and as subcontractor as a percentage of our total revenue for
the following periods:

Fiscal Year
_ . 2007 2006 2005
Prime cOntract revenue . ... .. v v iv o et cnenncnens 78.8% 79.6% 75.4%
SUbCONTIACE TEVEMUE . . . v v v v ce vt ia i e ee e 212% 204% 24.6%
Total revenue .. ... : e e e 100.0% 100.0% 100.0%

Qur services are provided pursuant to three types of contracts: cost Teimbursable, time and
materials and fixed price contracts. The following table shows our revenues from each of these types of
contracts as a percentage of our total revenue for the following periods:

] Fiscal Year
2007 2006 2005

Cost reimbursable . ... .. .. e 27.6% 31.8% 30.0%
Time and materials . ........ ... ... ... 34.7% 402% 43.8%
Fixed price ...........ooiiiiiiiiii 37.7% 280% 262%

Total ... e 100.0% 100.0% 100.0%

Our fixed price revenues, as a percentage of total revenues, increased to approximately 37.7% in
fiscal 2007. This increase was primarily due to our contract with the U.S. Patent and Trademark Office
which began in 2007 along with additional fixed price task orders or programs with the Air Force, the
Office of Personnel Management, Department of Homeland Security and the Department of State. '

Under cost reimbursable contracts, we are reimbursed for costs that are determined to be
reasonable, allowable and allocable to the contract, and pay a fee representing the profit margin
negotiated between us and the contracting agency, which may be fixed or performance based. Under
cost reimbursable contracts we recognize revenues and an estimate of applicable fees earned as costs
are incurred. We consider fixed fees under cost reimbursable contracts to be earned in proportion to
the allowable costs incurred in performance of the contract. For performance-based fees under cost
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reimbursable contracts, we recognize the relevant portion of the expected fee to be awarded by the
client at the time such fee can be reasonably estimated, based on factors such as our prior award
experience and communications with the client regarding performance. In general, cost reimbursable
contracts are the least profitable of our government contracts. '

Under time and materials contracts, we are reimbursed for labor at fixed hourly rates and
generally reimbursed separately for allowable materials, costs and expenses. To the extent that our
actual labor costs under a time and materials contract are higher or lower than the billing rates under
the contract, our profit under the contract may either be greater or less than we anticipated or we may
suffer a loss under the contract. We recognize revenues under time and materials contracts by
multiplying the number of direct labor hours expended by the contract billing rates and adding the
effect of other billable direct costs. In general, we realize a higher profit margin on work performed
under time and materials contracts than cost reimbursable contracts. As discussed above, in our Risk
Factors, changes to the acquisition regulations applicable to time and material and labor hour service
contracts may result in the awarding of fewer such contracts, or a reduction in the term of such
contracts.

Under fixed price contracts, we perform specific tasks for a fixed price. Compared to cost
reimbursable and time and materials contracts, fixed price contracts generally offer higher profit margin
opportunities but involve greater financial risk because we bear the impact of cost overruns in return
for the full benefit of any cost savings. We generally do not undertake complex, high-risk work, such as
long-term software development, under fixed price terms. Fixed price contracts may include either a
product delivery or specific service performance over a defined period. Revenue on fixed price
contracts that provide for the Company to render services throughout a period is recognized as earned
according to contract terms as the service is provided on a proportionate performance basis. While a
substantial number of these contracts are generally less than six months in duration, we have several
multi-year contracts of this type in which the customer has the option to extend the contractual term
beyond the current term.

If we anticipate a loss on a contract accounted for under SOP 81-1, Accounting for Performance of
Construction-Type and Certain Production-Type Contracts (SOP 81-1), we provide for the full amount of
anticipated loss at the time of that determination. Projected losses on all other contracts are recognized
as the services and materials are provided.

Our most significant expense is cost of services, which consists primarily of direct labor costs for
program personnel and direct expenses incurred to complete contracts, including cost of materials and
subcontract efforts. Our ability to predict accurately the number and types of personnel, their salaries,
and other costs, can have a significant impact on our direct cost.

The allowability of certain direct and indirect costs in federat contracts is subject to audit by the
client, usually through the DCAA. Certain indirect costs are charged to contracts and paid by the client
using provisional, or estimated, indirect rates, which are subject to later revision, based on the
government audits of those costs.

We actively monitor. our relationships with our clients during our engagements, as well as the
quality of the service we provide, to assist in our efforts to win recompetition bids. In addition, we
strive to maintain good relationships with a wide variety of government contractors.
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Results of Operations

The following table sets forth certain items from our consolidated statements of operations as a
percentage of revenues for the periods indicated.

Fiscal Year
2007 2006 2005

REeVENUE . . ottt 100.0% 100.0% 100.0%
Costs and expenses:

Cost of SEIVICES . . ..ot e 63.7 62.9 61.9

Selling, general and administrative ................ 272 27.0 2835

Depreciation and amortization .. ................. 0.7 0.6 0.5

Amortization of intangible assets. . .. .............. 0.8 0.7 0.6

Total operating eXpenses . .. .. ......ovevvetnn-- 92.4 91.2 91.5
Income from operations . . .......... .o 7.6 8.8 8.5
Interest eXpense, NEt . .. ... vt ivntvnraeenenen o (1.4) (1.6) (1.5)
Income before provision for income taxes .. ........... 6.2 7.2 7.0
Provision for income taxes . . ... ...........ov0onn... 2.4 2.8 2.7
Netincome . .. oo v vt iiiii e iraaen s e 38% 44% 43%

Fiscal year 2007 compared with fiscal year 2006

Revenue. Substantially all of our revenue is derived from services and solutions provided to the
Federal Government, primarily by our employees and, to a lesser extent, our subcontractors. Revenues
from work under Federal Government contracts increased 10.9% to $504.8 million from $455.3 million
for the same period in 2006. This increase was attributable to the projects added from the LOGTEC
acquisition in June 2007, organic growth in our civilian agency business from new contract awards,
successful recompetition wins on existing programs, and new contracts from and growth within existing
programs. Commercial and other revenues decreased 10.4% to $6.0 million in 2007 from $6.7 million in
2006. This decrease was attributable to our continued focus on opportunities for the Federal
Government. We expect revenue growth to continue primarily from Federal Government civilian and
defense organizations.

Cost of services. Cost of services includes direct labor and other direct costs, such as materials and
subcontracts, incurred to provide our services and solutions to our customers. Generally, changes in
cost of services are correlated to changes in revenue as resources are consumed in the production of
that revenue. The increase in cost of services from fiscal 2006 to fiscal 2007 was attributable primarily
to the increase in revenue along with startup costs incurred with a new contract. As a percentage of
revenue, cost of services were 63.7% for fiscal 2007 as compared to 62.9% for fiscal 2006. Cost of
services will continue to increase in conjunction with revenue growth.

Selling, general and administrative expenses.  Selling, general and administrative expenses include
facilities, selling, bid and proposal, indirect labor, fringe benefits and other discretionary costs. The
increase in selling, general and administrative expenses from fiscal 2006 to fiscal 2007 was primarily
attributable to the expected growth of support functions necessary to facilitate and administer the
growth in cost of services as well as the integration of LOGTEC. In fiscal 2007, selling, general and
administrative expenses were 27.2% of revenue compared to 27.0% of revenue in fiscal 2006. We
believe in future years, indirect costs will continue to grow, but should decrease as a percentage of
revenue.
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Depreciation and Amortization. Depreciation and amortization includes the depreciation of
computers, furniture and other equipment, the amortization of third party software we use internally,
and leasehold improvements. As a percentage of revenue, depreciation was 0.7% for fiscal 2007 as
compared to 0.6% for the same period in fiscal 2006.

Amortization of Intangible Assets. Amortization of intangible assets includes the amortization of
intangible assets acquired in connection with our acquisitions in accordance with SFAS 142, Goodwill
and Other Intangible Assets. Identifiable intangible assets are amortized over their estimated useful lives.
Non-compete agreements are generally amortized straight-line over the term of the agreement, while
contracts and related client relationships are amortized using an accelerated method over their
estimated useful lives. For the year ended December 29, 2007, amortization of intangible assets was
$4.0 million, compared to $3.1 million for the year ended December 30, 2006. This increase was
attributable primarily to the LOGTEC acquisition. As a percentage of revenue amortization of
intangible assets was (.8% for the year ended December 29, 2007 compared to 0.7% for the year ended
December 30, 2006.

- Income from operations. The decrease in income from operations from fiscal 2006 to fiscal 2007
was attributable primarily to the increase in operating costs as described above. As a percentage of
revenue, income from operations was 7.6% for fiscal 2007 as compared to 8.8% in fiscal 2006. We
expect short-term fluctuations in our operating margins from time to time, such as when we incur
substantial start-up costs associated with new customer contracts.

Interest expense, net. Interest expense is primarily related to outstanding borrowings under our
credit facility, the amortization of loan origination fees, and, to a lesser extent, our interest rate swap
agreements. The decrease in interest expense from fiscal 2006 to fiscal 2007 was attributable primarily
to a $1.1 million write off of loan origination fees in 2006 due to the prepayments on the term loan
partially offset by increased borrowings under our Amended Credit Agreement in connection with the
LOGTEC acquisition in June 2007. As a percentage of revenue, interest expense was 1.4% for fiscal
2007 as compared to 1.6% for the same period in fiscal 2006. Interest expense included $0.6 million
and $1.8 million of amortization and write-off of deferred financing costs during fiscal years 2007 and
2006, respectively.

Provision for income taxes. Our effective tax rate is typically greater than the federal statutory rate
of 35% due primarily to state income tax rates and certain nondeductible expenses. Our fiscal year
2007 tax provision represents an effective tax rate of 39.2%. Our fiscal 2006 tax provision represents an
effective tax rate of 38.9%.

Fiscal year 2006 compared with fiscal year 2005

Revenue. Substantially all of our revenue is derived from services and solutions provided to the
Federal Government, primarily by our employees and, to a lesser extent, our subcontractors. Revenues
from work under Federal Government contracts increased 16.7% to $455.3 million from $390.3 million
for the same period in 2005. This increase was attributable to the acquisition and integration of Zen in
the first quarter of 2006, new contract awards, successful recompetition wins on existing programs and
growth within existing programs in our three focus areas: Federal IT Modernization/Mission-Critical
Outsourcing, Defense Transformation, and Homeland Defense. Commercial and other revenues
decreased 11.8% to $6.7 million in 2006 from $7.6 million in 2005. This decrease was attributable to
our continued focus on opportunities for the Federal Government. We expect revenue growth to
continue primarily from Federal Government civilian and defense organizations.

Cost of services. Cost of services includes direct labor and other direct costs, such as materials and
subcontracts, incurred to provide our services and solutions to our customers. Generally, changes in
cost of services are correlated to changes in revenue as resources are consumed in the production of
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that revenue. Please note that in our reported financial statements prior to the second quarter ended
July 1, 2006, we referred to cost of services as “direct costs”. The increase in cost of services from fiscal
2005 to fiscal 2006 was attributable primarily to the increase in revenue. As a percentage of revenue,
cost of services were 62.9% for fiscal 2006 as compared to 61.9% for fiscal 2005. Cost of services will
continue to increase in conjunction to revenue growth.

Selling, general and administrative expenses. Selling, general and administrative expenses include
facilities, sclling, bid and proposal, indirect labor, fringe benefits and other discretionary costs. Please
note that in our reported financial statements prior to the second quarter ended July 1, 2006, we
referred to selling, general and administrative expenses as “indirect costs”. The increase in selling,
general and administrative expenses from fiscal 2005 to fiscal 2006 was primarily attributable to the
expected growth of support functions necessary to facilitate and administer the growth in cost of
services as well as the integration of Zen. In fiscal 2006, selling, general and administrative expenses
were 27.0% of revenue compared to 28.5% of revenue in fiscal 2005. We believe in future years,
indirect costs will continue to grow, but should decrease as a percentage of revenue.

Depreciation and Amortization. Depreciation and amortization includes the depreciation of
computers, furniture and other equipment, the amortization of third party software we use internally,
and leasehold improvements. As a percentage of revenue, depreciation’ was 0.6% for fiscal 2006 as
compared to 0.5% for the same period in fiscal 2005. ' '

Amortization of Intangible Assets. Amortization of intangible assets includes the amortization of
intangible assets acquired in connection with our acquisitions in accordance with SFAS 142, Goodwill
and Other Intangible Assets. Identifiable intangible assets are amortized over their estimated useful
lives. Non-compete agreements are generally amortized straight-line over the term of the agreement,
while contracts and related client relationships are amortized using an accelerated method over their
estimated useful lives. For the fiscal year ended December 30, 2006, we amortized $3.1 million of
intangible assets which we capitalized in connection with the acquisitions of Zen, SEI, Bridge and
Matcom. For the fiscal year ended December 31, 2005, we amortized $2.3 million of intangible assets
which we capitatized in connection with the acquisitions of SEI, Bridge, and Matcom,

Income from operations. ‘This increase in income from operations from fiscal 2005 to fiscal 2006
was attributable primarily to the increase in revenue. As a percentage of revenue, income from
operations was 8.8% for fiscal 2006 as compared to 8.5% in fiscal 2005. We anticipate that this trend of
improving operating margins will continue, but we also expect short-term fluctuations in our operating
margins from time to time, such as when we incur substantial start-up costs associated with new
customer contracts,

Interest expense, net. Interest expense is primarily related to interest expense incurred under our
outstanding borrowings under our credit facility and, going forward, to a lesser extent, our interest rate
swap agreement. The increase in interest expense from fiscal 2005 to fiscal 2006 was atiributable
primarily to the increased borrowings under our Amended Credit Agreement in connection with the
Zen acquisition and the $1.1 million write off of loan origination fees due to the prepayments on the
term loan. As a percentage of revenue, interest expense was 1.7% for fiscal 2006 as compared to 1.5%
for the same period in fiscal 2005, Interest expense included $1,821,000 and $705,000 of amortization
and write-off of deferred financing costs during fiscal years 2006 and 2005, respectively.

Provision for income taxes. Our effective tax rate is typically greater than the federal statutory rate
of 34% due primarily to state income tax rates and certain nondeductible expenses. Our fiscal year
2006 tax provision represents an effective tax rate of 38.9%. Our fiscal 2005 tax provision represents an
effective tax rate of 39.3%.
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The following table sets forth certain items from our consolidated statements of operations.

Fiscal Year Percentage Change

2007 2006 2005 2007-2006  2006-2005
Revenue ......... .. ..o iiininnnnn $510,820 $461,970 $397,919 10.6% 16.1%
Costofservices . ....................... 325,695 290,675 246,481 12.0% 17.9%
Selling, general and administrative ., ........ 138,854 124,847 113,015 11.2% 10.5%
Depreciation and Amortization . . ........... 3,590 2,692 2,161 33.4% 24.6%
Amortization of Intangible Assets ... ........ 4,047 3,116 2,292 29.9% 36.0%
Income from Operations ................. 38,634 40,640 33,970 (49%) 19.6%
OtherIncome ......................... 258 88 12 1932% 633.3%
Interest Expense, net . ................, .. (7,154)  (7,731)  (6,103) (15%) 26.7%
Provision for Income Taxes . . . ............. 12,445 12,844 10,942 (31%) 174%
NetIncome ...........ciiiininninnns $ 19293 $ 20,153 $ 16,937 (43%) 19.0%

Supplemental Quarterly Information

The following table sets forth quarterly unaudited consolidated financial data for the fiscal quarters
of 2007 and 2006, expressed in dollars and as a percentage of total revenues for the respective periods.
We believe that this unaudited financial information includes all adjustments, consisting only of normal
recurring adjustments, necessary for a fair presentation of the information for each period. All of the
fiscal quarters reflected in the following table had thirteen weeks. Some unevenness of revenue from
quarter to quarter exists primarily because of the timing of purchases of materials necessary to perform
certain obligations under our C4I2SR contract with U.S. Air Force Space Command.

Fiscal Year 2007(1) Fiscal Year 2006
Q Q2 Q Q4 Q1 Q2 Q3 Q4

(dollars in thousands)

Revenue .. ...... ... vniiunun.. $113,700 $118,794 $141,109 $137,218 $107,232 $119,233 3119869 $115,636
Costs and expenses:
Costofservices . .. ................ 70,802 73,733 92,915 88,154 66,609 74968 77092 72,006
Selling, general & administrative .. ....... 32,139 34078 36462 36173 30,546 32,632 30,652 31,017
Depreciation and amortization .. ....... 794 822 935 1,042 548 673 756 715
Amortization of intangible assets . ... ... . 748 769 1,370 1,160 6417 823 823 823
Total operating expenses . . . . ........... 104,573 109402 131,682 126,529 98,350 109,096 109,323 104,561
Income from operations . ... ........ A 9,127 9,392 9427 10,689 8,882 10,137 10,546 11,075
Other income (expense) . .. ............ 71 430 (16} (228) 30 {(101) 31 128
Interest expense, net . . ... ............ (1,397 (1,572) (2201) (1984) (1,782) (2,693) (1,720) (1,536)
Provision for income taxes. . .. . ......... 3,067 3,226 2,827 3,324 2.816 2,901 3,498 3,629
Netincome . ...................c... $ 4734 % 5024 § 4383 § 35,153 3 4314 § 4442 § 5359 § 6,038
Revenue . ........... ...« .. ou.. 100.0% 100.0% 100.0%: 1000% 100.0% 1000% 100.0% 100.0%
Costs and expenses:
Costofservices . .................. 62.3 62.1 65.8 64.2 62.1 62.9 64.3 62.3
Selling, general & administrative . . . ... .. 28.3 28.7 25.8 264 285 27.4 256 26.8
Depreciation and amortization . ........, 0.7 0.7 0.7 0.8 0.5 0.5 0.6 0.6
Amortization of intangible assets . . ... ... 07 0.6 L0 08 0.6 0.7 0.7 0.7
Total operating expenses . . . . ........... 92.0 92.1 93.3 922 91.7 91.5 91.2 904
Income from operations . ... ........... 8.0 7.9 6.7 7.8 83 8.5 8.8 9.6
Other income (expense) . . ............. 0.1 0.3 0.0 (0.2) 0.0 0.1y 0.0 0.1
Interest expense, met . . .. ............. (L.2) (1.3 (1.6} (14 (L7 (2.3) (1.4) (1.3)
Provision for income taxes. ., ........... 27 2.7 2.0 24 2.6 24 29 32
Netincome . ...................... 4.2% 42% 3.1% 3.8% 4.0% 3.7% 4.5% 52%

(1) The sum of the guarterly results may not equal full year results due to rounding.
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Liquidity and Capital Resources

General.  Short-term liquidity requircments generally consist of financing working capital, investing
in capital expenditures, and the need to fund debt service. We expect to meet these requirements
through a combination of cash flow from operations and borrowings under our credit facility.

We anticipate that our long-term liquidity requirements, including any further acquisitions, will be
funded through a combination of cash flow from operations, borrowings under our credit facility,
additional secured or unsecured debt or the issuance of common or preferred stock, each of which may
be initially funded through borrowings under our credit facility.

Cash and Cash Equivalents. We consider cash on deposit and all highly liquid investments with
original maturities of three months or less to be cash and cash equivalents. Cash and cash equivalents,
including marketable securities, as of the end of fiscal year 2007, fiscal year 2006 and fiscal year-2005
were $13.1 million, $19.5 million and $34.0 million, respectively.

Cash Flow. The following table sets forth our sources and uses of cash for fiscal years 2007, 2006
and 2005.

Fiscal Year
2007 2006 2005
(in thousands)
Net cash provided by operations . . .. ........... $ 19,233  $32,256 § 25,038
Net cash used in investing activities . ........... (71,701)  (58,981) (74,821)
Net cash provided by financing activities . . .. ... .. 46,140 20,022 72,189
Net (decrease) increase incash................ $ (6,328) $ (6,703) $ 22,406

QOur operating cash flow is primarily affected by the overall profitability of our contracts, our
ability to invoice and collect from our clients in a timely manner, and our ability to manage our vendor
payments. We bill most of our clients monthly after services are rendered. Cash provided by operations
in fiscal year 2007 was attributable to net income of $19.3 million plus depreciation, amortization and
other non-cash items of $14.6 million offset by an increase in working capital of $14.7 million. Cash
provided by operations in fiscal year 2006 was mainly attributable to net income of $20.2 million, plus
depreciation, amortization and other non-cash items of $11.0 million. Cash used in operations in fiscal
year 2005 was attributable to net income of $16.9 million plus depreciation, amortization and other
non-cash items of $8.3 million.

Our cash flow used in investing activities consists primarily of capital expenditures, the purchase
and sale of marketable securities, and acquisitions. In fiscal 2007, we paid $59.7 million to acquire
LOGTEQC, repaid a note payable to former owners for $6.0 million, and purchased capital assets
totaling $6 million. In fiscal 2006, we paid $48.4 million to acquire Zen, repaid a contract settlement
and a note payable to former owners for $10.3 million, purchased $42 million of marketable securities,
and purchased capital assets totaling $8.5 million. We partially offset the cash use with $49.8 million of
proceeds from the sale of marketable securities. In fiscal year 2005, we paid $74.0 million for SEI,
purchased $42.1 million of marketable securities, and purchased capital assets totaling $2.7 million. We
partially offset the cash use with $36.2 million of proceeds from the sale of marketable securities and
$8.0 million of former owner payable.

Our cash flow provided by financing activities consists primarily of borrowings under and payments
on our credit facility and proceeds from the issuance and exercise of common stock. Cash provided by
financing activities for fiscal year 2007 was attributable to $25.0 million of proceeds from the issuance
of term debt, $20.0 million of proceeds from borrowings under our line of credit, $2.0 million of
proceeds from the exercise of stock options and $0.3 million of income tax benefit from stock option
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exercises, net of $0.9 million repayment of term debt, payment of debt issuance fees of $0.1 million,
and repayments of capital leases of $0.1 million. Cash provided by financing activities for fiscal year
2006 was attributable to proceeds of $40.3 million from the sale of common stock, $30.0 million of
proceeds from the issuance of term debt, $7.4 million of proceeds from the exercise of stock options
and $2.1 million of income tax benefit from stock option exercises, net of $59.1 million repayment of
term debt, payment of debt issuance fees of $0.6 miilion, and repayments of capital leases of

$0.1 million. Cash provided by financing activities for fiscal year 2005 was attributable to proceeds of
$100.0 million from the term loan portion of our credit facility, proceeds of $3.7 million from the
exercise of stock options and $1.6 million of income tax benefit from stock option exercises. Cash
provided by financing activities was partially offset by repayments of borrowings under the line of credit
portion of our credit facility of $29.0 million, payment of debt issuance fees of $3.2 million, partial
repayment of the term loan portion of our credit facility of $0.8 million, and repayments of capital
leases of $0.1 million.

Credit facility. Since 2002, we have maintained a credit facility with Wachovia Bank, National
Association or Wachovia Bank, acting as Administration Agent for a syndicate of lenders. The credit
facility has been amended from time to time since 2002, The credit facility is secured by a pledge of
substantially all of our current and future tangible and intangible assects, as well as those of our current
and future subsidiaries, including accounts receivable, inventory and capital stock.

On February 9, 2005, we entered into our Amended and Restated Credit Agreement, which was
subsequently amended by a First Amendment to the Amended and Restated Credit Agreement dated
February 27, 2006 and a Second Amendment to the Amended and Restated Credit Agreement or the
Second Amendment, dated June 8, 2007. The Second Amendment, executed contemporaneously with
our closing of the LOGTEC acquisition, increased the amount of outstanding term debt by $25 million,
to a total of approximately $95 million. Additionally, we borrowed approximately $25 million under the
revolving credit facility. As of December 29, 2007, we had approximately $94.3 million of term debt and
$20.0 million of revolving credit debt outstanding under our credit facility.

On February 13, 2008, we entered into a Second Amended and Restated Credit Agreement or the
Second Amended Credit Agreement. The amended and restated credit facility consists of a revolving
line of credit of up to $140.0 million and a term loan of $60.0 million. As of February 13, 2008, we had
$60.0 million in term debt and approximately $56.7 million of revolving credit debt outstanding. The
Second Amended Credit Agreement also amended debt covenant thresholds and lowered the variable
rate margins that are be to be applied to London Interbank Offered Rate, or LIBOR, or to an
alternative base rate in determining the periodic interest rate.

At the time the Company borrows funds from either of the loan facilities under the Second
Amended Credit Agreement, it may choose from two interest rate options. The Company may elect to
have the borrowings bear interest at floating rates equal to LIBOR plus a spread ranging from 85 to
150 basis points or an alternative base rate plus a spread ranging from zero to 50 basis points. Under
either the LIBOR or alternative base rate option, the exact interest rate spread will be determined
based upon the Company’s leverage ratio as defined in the'Second Amended Credit Agreement.

The term loan facility requires final payment in full on the term loan maturity date of February 13,
2013. The outstanding balance under the revolving line of credit facility will accrue interest at a
variable rate, with interest only payments being required uatil the facility matures on February 13, 2013.
We may repay either or both of the term loan facility and the revolving loan facility in whole or in part
at anytime prior to their respective maturity dates,
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Tabular Disclosure of Contractual Obligations

Qur contractual obligations as of December 29, 2007 are as follows (in thousands):

Payment due by period

More than
Contractual Obligations Total <lyear 2-<3years 4 -5 years 5 years
Capital Lease . ..........c.couviinen... $ 291 § 129 § 146 § 6 5 —
Operating Lease . ..................... 57.964 10,136 19,324 14,803 13,71
Credit Facility . . . ............ ... ... 114,265 1,004 22,008 91,253 —
Total . . .. .o e $172,520 $11,269 $41,478 $106,072 $13,701

Purchase obligations related to existing contracts are with the Federal Government and, in the
event any contracts are terminated, we would have the ability to submit a termination claim jor
outstanding purchases.

In connection with our acquisition of LOGTEC in June 2007, we increased our total long-term
debt to approximately $95 million. During the fiscal year ended December 29, 2007, the Company
made regular quarterly payments totaling $0.9 million of outstanding term debt under the credit facility
after which the remaining principal balance as of December 29, 2007, was approximately $94.3 million.

Effects of Inflation

We generally have been able to price our contracts in a manner to accommodate the rates of
inftation experienced in recent years. Under our time and materials contracts, labor rates are usually
adjusted annually by predetermined escalation factors. Our cost reimbursable contracts automatically
adjust for changes in cost. Under our fixed-price contracts, we include a predetermined escalation
factor, but we have generally have not been adversely affected by inflation.

Off-Balance Sheet Arrangements

During fiscal year 2007, we were not a party to any off-balance sheet arrangements.

Critical Accounting Policies and Estimates

Our significant accounting policies are described in Note 2 to our accorhpanying consolidated
financial statements. We consider the accounting policies included in this section to be critical to the
understanding of our results of operations. Our critical accounting policies include the areas where we
have made what we consider to be particularly difficult, subjective or complex judgments in making
estimates, and where these estimates can significantly impact our financial results under different
assumptions and conditions. We prepare our financial statements in conformity with accounting
principles generally accepted in the United States. As such, we are required to make certain ¢stimates,
judgments and assumptions that we believe are reasonable based upon the information available. These
estimates, judgments and assumptions affect the reported amounts of assets and liabilities at the date
of the financial statements and the reported amounts of revenue and expenses during the periods
presented. Actual results could be different from these estimates.

Revenue Recognition

The Company recognizes revenue when a contract has been executed, the contract price is fixed
and determinable, delivery of services or products has occurred, and collectibility of the contract price
is considered probable and can be reasonably estimated. Revenue is earned under cost reimbursable,
time and materials and fixed price contracts.
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Under cost reimbursable contracts, the Company is reimbursed for allowable costs, and paid a fee,
which may be fixed or performance-based. Revenues on cost reimbursable contracts are recognized as
costs are incurred plus an estimate of applicable fees earned. The Company considers fixed fees under
cost reimbursable contracts to be earned in proportion of the allowable costs incurred in performance
of the contract. For certain cost reimbursable contracts that include performance based fee incentives,
the Company recognizes the relevant portion of the expected fee to be awarded by the customer at the
time such fee can be reasonably estimated, based on factors such as the Company’s prior award
experience and communications with the customer regarding performance. Other performance based
fees are recognized upon customer approval.

Revenue on time and materials contracts are recognized based on direct labor hours expended at
contract billing rates and adding other billable direct costs. For fixed price contracts that are based on
unit pricing or level of effort, the Company recognizes revenue for the number of units delivered in any
given fiscal period. For fixed price contracts in which the Company is paid a specific amount to provide
a particular service for a stated period of time, revenue is recognized ratably over the service period.

For fixed price contracts that provide for the delivery of a specific product with related customer
acceptance provisions, revenues are recognized upon product delivery and customer acceptance.
However, a significant portion of the Company’s fixed price-completion contracts involve the design
and development of complex, client systems. For those contracts that are within scope of SOP 81-1,
Accounting for Performance of Construction-Type and Certain Production-Type Contracts, revenue is
recognized on the percentage-of-completion method using costs incurred in relation to total estimated
costs.

The Company’s contracts with agencies of the government are subject to periodic funding by the
respective contracting agency. Funding for a contract may be provided in full at inception of the
contract or ratably throughout the contract as the services are provided. In evaluating the probability of
funding for purposes of assessing collectibility of the contract price, the Company considers its previous
experiences with its customers, communications with its customers regarding funding status, and the
Company’s knowledge of available funding for the contract or program. I funding is not assessed as
probable, revenue recognition is deferred until realization is deemed probable.

Contract revenue recognition inherently involves estimation, including the contemplated level of
effort to accomplish the tasks under the contract, the cost of the effort, and an ongoing assessment of
progress toward completing the contract. From time to time, as part of the normal management
processes, facts develop that require revisions to estimated total costs or revenues expected. The
cumulative impact of any revisions to estimates and the full impact of anticipated losses on any type of
contract are recognized in the period in which they become known.

The allowability of certain costs under government contracts is subject to audit by the government.
Certain indirect costs are charged to contracts using provisional or estimated indirect rates, which are
subject to later revision based on government audits of those costs. Management is of the opinion that
costs subsequently disallowed, if any, would not be significant.

Stock Based Compensation

In December 2004, the Financial Accounting Standards Board or FASB issued Statement of
Financial Accounting Standards or SFAS No. 123R, Share Based Payment. SFAS No. 123R addresses
the accounting for share-based payment transactions in which an enterprise receives employee services
in exchange for (a) equity instruments of the enterprise or {b) liabilities that are based on the fair
value of the enterprise’s equity instruments or that may be settled by the issuance of such equity
instruments. SFAS No. 123R requires an entity to recognize the grant-date fair-value of stock options
and other equity-based compensation issued to employees in the income statement. The revised SFAS
No. 123R generally requires that an entity account for those transactions using the fair-value-based

46




method, and eliminates the intrinsic value method of accounting in APB Opinion No. 25, Accounting
for Stock Issued to Employees, which was permitted under SFAS No. 123, Accounting for Stock-Based
Compensation, as originally issued. The revised SFAS No. 123R requires entities to disclose information
about the nature of the share-based payment transactions and the effects of those transactions on the
financial statements. All public companies must use either the modified prospective or the modified
retrospective transition method.

Effective January 1, 2006, the Company adopted the provisions of SFAS No. 123R using the
modified prospective transition method. Due to the use of the modified prospective method, prior
interim periods and fiscal years do not reflect any restated amounts. As disclosed in the stock incentive
plan section of Note 10, the Company accelerated the vesting of all unvested stock options previously
awarded to employees, officers and directors in December 2005. The Company had no unvested stock
options on January 1, 2006. The Company issued 132,400 shares of stock options and 75,200 shares of
restricted stock during the fiscal year ended December 29, 2007. The stock compensation expense
recognized during the fiscal year ended December 29, 2007 was $1.2 million. As of December 29, 2007,
the total remaining unrecognized compensation expense related to unvested options and restricted
stock awards was $2.4 million and $2.0 million, respectively, which will be recognized over the weighted
average period of 2.5 years.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk:

We are exposed to certain financial market risks, the most predominant being fluctuations in
interest rates for borrowings under our credit facility. Interest rate fluctuations are monitored by our
management as an integral part of our overall risk management program, which recognizes the
unpredictability of financial markets and seeks to reduce the potentially adverse effect on our results of
operations. As part of this strategy, we may use interest rate swap arrangements to manage or hedge
our interest rate risk. We do not use derivative financial instruments for speculative or trading
purposes.

As of December 29, 2007, we had $114.3 million outstanding under our credit facility. A 1%
change in interest rates would have resulted in our interest expense fluctuating by approximately
$1.1 million for the twelve months ended December 29, 2007.

Effective February 14, 2006, we entered into an interest swap agreement which reduced our
exposure associated with the market volatility of floating LIBOR interest rates. This agreement has a
notional principal amount of $30.0 million divided into three tranches. As of December 29, 2007, the
interest rates of these tranches ranged from 4.05% to 4.74%. This agreement is a hedge against term
debt, which bears interest at LIBOR plus a margin which has a current rate ranging from 6.89% to
8.75%. At stated monthly intervals, the difference between the interest on the floating LIBOR-based
debt and the interest calculated in the swap agreement are settled in cash. The estimated value of the
swap at December 29, 2007 was three thousand dollars. The swap matured on February 14, 2008.

Effective August 13, 2007, we entered into a second interest swap agreement which further reduces
our exposure associated with the market volatility of floating LIBOR interest rates. This agreement has
a notional principal amount of $30.0 million as of December 29, 2007, and had a rate of 5.045%,
Effective February 13, 2008, the notional value increased to $60.0 million. This agreement is a hedge
against term debt, which bears interest at LIBOR plus a margin which has a current rate ranging from
6.89% to 8.75%. At stated three-month intervals, the difference between the interest on the floating
LIBOR-based debt and the interest calculated in the swap agreement are settled in cash. The estimated
value of the swap at December 29, 2007 was a current liability of $1.8 million. The swap matures on
August 13, 2010.

In addition, historically, our investment positions have been relatively small and short-term in
nature. We have typically made investments in a fund with an effective average maturity of fewer than
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40 days and a portfolio make-up consisting primarily of commercial paper and notes, variable rate
instruments, and, to a lesser degree, overnight securities and bank instruments. Since our initial public
offering, the Board of Directors approved an investment policy that requires us to invest in relatively
short-term, high quality, and high liquidity obligations.

Item 8. Financial Statements and Supplementary Data:

The consolidated financial statements of SI International, Inc. are submitted on pages F-1 through
F-32 of this report.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure:

None.

Item 9A. Controls and Procedures:

Quarterly Assessment, We carried out an assessment as of December 29, 2007 of the effectiveness
of the design and operation of our disclosure controls and procedures and our internal control over
financial reporting. This assessment was done under the supervision and with the participation of
management, including our Chief Executive Officer and Chief Financial Officer. Rules adopted by the
SEC require that we present the conclusions of our Chief Executive Officer and Chief Financial Officer
about the effectiveness of our disclosure controls and procedures and the conclusions of our
management about the effectiveness of our internal control over financial reporting as of the end of the
period covered by this Annual Report on Form 10-X.

CEQ and CFO Certifications. Included as Exhibits 31.1 and 31.2 to this Annual Report on
Form 10-K are forms of “Certification” of our Chief Executive Officer and Chief Financial Officer. The
forms of Certification are required in accordance with Section 302 of the Sarbanes-Oxley Act of 2002.
This section of the Annual Report on Form 10-K that you are currently reading is the information
concerning the assessment referred to in the Section 302 certifications and this information should be
read in conjunction with the Section 302 certifications for a more complete understanding of the topics
presented.

Disclosure Controls and Procedures and Internal Control over Financial Reporting. Management is
responsible for establishing and maintaining adequate disclosure controls and procedures and internal
control over financial reporting. Our disclosure controls and procedures are designed to provide
reasonable assurance that information required to be disclosed in our reports filed or submitted under
the Exchange Act, such as this Annual Report on Form 10-K, is recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms. Our disclosure controls and
procedures are also designed to provide reasonable assurance that such information is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer,
as appropriate to allow timely decisions regarding required disclosure.

Internal control over financial reporting is a process designed by, or under the supervision of our
Chief Executive Officer and Chief Financial Officer, and effected by our Board of Directors,
management and other personnel, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with GAAP
and includes those policies and procedures that:

* pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the
transactions and dispositions of our assets;

* provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with GAAP, and that our receipts and expenditures are
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being made only in accordance with authorizations of management or our Board of Directors;
and

* provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of our assets that could have a material adverse effect on our
financial statements.

Limitations on the Effectiveness of Controls. Management, including our Chief Executive Officer
and Chief Financial Officer, do not expect that'our disclosure controls and procedures or internal
control over financial reporting will prevent all errors and all fraud. A control system, no matter how
well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the control system are met. Further, the design of a control system must reflect the fact that there are
resource constraints, and the benefits of controls must be considered relative to their costs. Because of
the inherent limitations in all control systems, no assessment of controls can provide absolute assurance
that all control issues and instances of fraud, if any, within the Company have been detected. These
inherent limitations include the realities that judgments in decision-making can be faulty, and that
breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented
by the individual acts of some persons, by collusion of two or more people, or by management’s
override of the control. The design of any system of controls also is based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will
succeed in achieving its stated goals under all potential future conditions; over time, controls may
become inadequate because of changes in conditions, or the degree of compliance with the policies or
procedures may deteriorate. Because of the inherent limitations in a cost-effective control system,
misstatements due to error or fraud may occur and not be detected.

Scope of the Assessments. The assessment by our Chief Executive Officer and Chief Financial

. Officer of our disclosure controls and procedures and the assessment by our management of our
internal control over financial reporting included a review of procedures and discussions with our
Disclosure Control Committee and others in the Company. In the course of the assessments,
management sought to identify data errors, control problems or acts of fraud and to confirm that
appropriate corrective actions, including process improvements, were being undertaken. Management
used the framework in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commxssnon or COSO, to assess the effectiveness of our
internal control over financial reporting.

Our internal control over financial reporting is also assessed on an ongoing basis by management
and other personnel in our Accounting and Internal Audit departments. We consider the results of
these various assessment activities as we monitor our disclosure controls and procedures and internal
control over financial reporting and when deciding to make modifications as necessary. Management’s
intent in this regard is that the disclosure controls and procedures and the internal control over
financial reporting will be maintained and updated (including improvements and corrections) as
conditions warrant. Among other matters, management sought in its assessment to determine whether
there were any “material weaknesses” in the Company’s internal control over financial reporting, or
whether management had identified any acts of fraud involving senior management, management, or
other personnel who have a significant role in our internal control over financial reporting. This
information was important for management to use in its assessment generally, and also because
Section 302 certifications require that our Chief Executive Officer and Chief Financial Officer disclose
that information to the Audit Committee of the Board of Directors and to our independent auditors
and to report on related matters in this section of the Annual Report on Form 10-K. In the Public
Company Accounting Oversight Board’s Auditing Standard No. 5, a “material weakness” is defined as a
deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there
is a reasonable possibility that a material misstatement of the company’s annual or interim financial
statements will not be prevented or detected on a timely basis. A “deficiency” in internal control over
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financial reporting exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the
control objective is missing or (b) an existing control is not properly designed so that, even if the
control operates as designed, the control objective would not be met. A deficiency in operation exists
when a properly designed control does not operate as designed, or when the person performing the
control does not possess the necessary authority or competence to perform the coatrol effectively.
Management also sought to deal with other control matters in the asséssment, and in each case if a
problem was identified, management considered what revision, improvement and/or correction was
necessary to be made in accordance with our on-going procedures.

Evaluation of Disclosure Controls and Procedures. As of the end of the period covered by this
report, we carried out an evaluation, under the supervision and with the participation of our
management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of
the design and operation of our disclosure controls and procedures. Based upon the evaluation, our
Chief Executive Officer and our Chief Financial QOfficer have concluded that as of December 29, 2007
the Company’s disclosure controls and procedures were effective at the reasonable assurance level.

Management’s Report on Internal Control over Financial Reporting. Our management is responsible
for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with the
participation of our management, including Chief Executive Officer and Chief Financial Officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting as of
December 29, 2007 based upon the framework in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission or COSQO. Based on that
-evaluation, our management concluded that our internal control over financial reporting was effective
as of December 29, 2007.

Ernst & Young, LLP, an independent registered public accounting firm, also audited the
effectiveness of our internal control over financial reporting, as stated in their report that is included
elsewhere herein.

Management's assessment of and conclusion on the effectiveness of internal control over financial
reporting did not include the internal controls of LOGTEC, which was acquired June 8, 2007. Since the
acquisition of LOGTEC, the Company has focused on extending its compliance program for disclosure
controls and procedures and internal control over financial reporting to include LOGTEC. In addition,
the Company has established procedures to substantiate the financial information related to the
"LOGTEC business included in our consolidated financial statements. LOGTEC constituted
$14.5 million of our total assets as of December 29, 2007, and $34.5 million of our revenues for the
year then ended. However, at this time, the Company has elected not to include an assessment of
LOGTEC in management’s report on the effectiveness of the Company’s internal control over financial
reporting in the Company’s Form 10-K for the year ended December 29, 2007. This decision is in
accordance with guidance from the Division of Corporation Finance and Office of the Chief
Accountant of the Securities and Exchange Commission providing that a company may elect not to
include an acquired subsidiary in its management report on the effectiveness of the company’s internal
control over financial reporting for a period of up to one year from the acquisition date. Qur
independent registered public accounting firm’s attestation report regarding the effectiveness of our
internal control over financial reporting also did not include an evaluation of the internal control over
financial reporting of LOGTEC.

Changes in Intemal Control Over Financial Reporting. There were no changes in our internal
control over financial reporting for the fiscal year ended December 29, 2007 that have materially
affected, or are reasonably likely to materially affect, our internal control for financial reporting.

Item 9B. Other Information;
None.
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PART IH
Item 10. Directors, Executive Officers and Corporate Governance:

The information concerning our directors and executive officers required by Item 401 of
Regulation S-K is included under the captions “Election of Directors” and “Executive Officers,”
respectively, in the definitive proxy statement of SI International, Inc. for its 2008 annual meeting of
stockholders to be filed with the SEC pursuant to Regulation 14A promulgated under the Securities
Exchange Act of 1934, as amended, or the 2008 Proxy Statement, and that information is incorporated
by reference in this Form 10-K. s

The information required by Item 405 of Regulation S-K concerning compliance with Section 16(a)
of the Exchange Act is included under the caption “Section 16(a) Beneficial Ownership Reporting
Compliance” in our 2008 Proxy Statement, and that information is incorporated by reference in this
Form 10-K.

The information required by Item 406 of Regulation S-K concerning the Company’s Code of
Ethics is included under the caption “Election of Directors” in our 2008 Proxy Statement, and that
information is incorporated by referenced in this Form 10-K.

The information required by Item 407(c)(3) of Regulation $-K concerning the procedures by which
Company stockholders may recommend nominees to the Company’s Board of Directors is included
under the caption “Election of Directors” in our 2008 Proxy Statement, and that informaticn 1s
incorporated by referenced in this Form 10-K. '

The information required by Item 407(d)(4) of Regulation S-K concerning the report of the Audit
Committee is included under the caption “Report of the Audit Committee” in our 2008 Proxy
Statement, and that information is incorporated by referenced in this Form 10-K.

The information required by Item 407(d)(5) of Regulation S-K concerning the designation of an
audit committee financial expert is included under the caption “Election of Directors” in our 2008
Proxy Statement, and that information is incorporated by referenced in this Form 10-K.

Item 11. Executive Compensation:

The information required by [tem 402 of Regulation S-K concerning executive compensation is
included under the captions “Compensation Discussion and Analysis” and “Executive Compensation”
in our 2008 Proxy Statement, and that information is incorporated by reference in this Form 10-K.

The information required by Item 407(¢)(4) of Regulation S-K concerning compensation
committee interlocks is included under the caption “Election of Directors” in our 2008 Proxy
Statement, and that information is incorporated by reference in this Form 10-K.

The information required by Item 407(e)(5) of Regulation S-K concerning the report of the
Compensation Committee is included under the caption “Report of the Compensation Committee™ in
our 2008 Proxy Statement, and that information is incorporated by reference in this Form 10-K.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters:

The information required by Item 201(d) of Regulation S-K concerning securities authorized for
issuance under executive compensation plans is included vnder the caption “Equity Compensation Plan
Information” in our 2008 Proxy Statement, and that information is incorporated by reference in this
Form 10-K.
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The information required by Item 403 of Regulation S-K concerning stock ownership is included
under the caption “Beneficial Ownership” in our 2008 Proxy Statement, and that information is
incorporated by reference in this Form 10-K,

Item 13. Certain Relationships and Related Transactions, and Director Independence:

The information required by Item 404 of Regulation S-K concerning transactions with related
persons is included under the caption “Certain Relationships and Related Transactions” in our 2008
Proxy Statement, and that information is incorporated by reference in this Form 10-K.

The information required by Item 407(a) of Regulation S-K is included under the caption
“Election of Directors” in our 2007 Proxy Statement, and that information is incorporated by reference
in this Form 10-K.

Item 14. Principal Accountant Fees and Services:

The information required by this Item 14 is included under the captions “Ratification of
Appointment of Independent Registered Public Accounting Firm” in our 2008 Proxy Statement, and
that information is incorpoerated by reference in this Form 10-K.

PART IV
Item 15. Exhibits and Financial Statement Schedules:
(a) Documents filed as part of this Report
1. Financia! Statements
A. Report of Independent Registered Public Accounting Firm

B. Report of Independent Registered Public Accounting Firm on Internal Control over
Financial Reporting

C. Consolidated Balance Sheets as of December 29, 2007 and December 30, 2006

D. Consolidated Statements of Operations for the fiscal years ended December 29, 2007,
December 30, 2006 and December 31, 2005

E. Consolidated Statements of Stockholders’ Equity for the fiscal years ended
December 29, 2007, December 30, 2006 and December 31, 2005

FE  Consolidated Statements of Cash Flows for the fiscal years ended December 29,
2007, December 30, 2006 and December 31, 2005

G. Consolidated Statements of Comprehensive Income for the fiscal years ended
December 29, 2007, December 30, 2006 and December 31, 2005

H. Notes to Consolidated Finaneial Statements
2. Financial Statement Schedules

Schedule 1I—Valuation and Qualifying Accounts

3. Exhibits
The exhibits required by this item are set forth on the Index to Exhibits attached hereto.
(b) Exhibits

See Item 15(a)(3) above
(c) Not Applicabie
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d} of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized, on the 12 day of March, 2008.

Signatures

/s/ S BRADFORD ANTLE

S. Bradford Antle

/s/ THOMAS E. DUNN

Thomas E. Dunn

/s/ RAY J. OLESON

Ray J. Oleson

/s/ MAUREEN A. BAGINSKI

Maureen A. Baginski

/s/ CHARLES A. BOWSHER

Charles A. BowsherM

/s/ JAMES E. CRAWFORD, III

James E. Crawford, II1

SI INTERNATIONAL, INC.

By: /s/ S. BRADFORD ANTLE .

S. Bradford Antle
President and Chief Executive Officer

Title

President, Chief Executive Officer and
Director (Principal Executive Officer)

Executive Vice President, Chief Financial
Officer and Treasurer (Principal Financial
and Accounting Officer)

Executive Chairman of the Board

Director

Director

Director
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant and in capacities and on the dates indicated.
Each person whose signature appears below hereby constitutes and appoints each of S. Bradford Antle
and Thomas E. Dunn as his or her attorney-in-fact and agent, with full power of substitution and
resubstitution for him or her in any and all capacities, to sign any or all amendments to this report and
to file same, with exhibits thereto and other documents in connection therewith, granting unto such
attorney-in-fact and agent full power and authority to do and perform each and every act and thing
requisite and necessary in connection with such matters and hereby ratifying and confirming all that
such attorney-in-fact and agent or his or her substitutes may do or cause to be done by virtue hereof.

Date

March 12, 2008

March 12, 2008

March 12, 2008

March 12, 2008

March 12, 2008

March 12, 2008




Signatures Title Date

/s/ WALTER I. CULVER

Director March 12, 2008
Walter J. Culver
/s/ GENERAL R. THOMAS MARSH .
Director March 12, 2008
General R. Thomas Marsh (USAF-Ret.)
/s/ GENERAL DENNIS ). REIMER )
Director March 12, 2008
General Dennis J. Reimer (USA-Ret.) .
/s/ EDWARD H. SPROAT )
: Director March 12, 2008
Edward H. Sproat .
s/ JOHN P. STENBIT ‘ _
K Director March 12, 2008

John P. Stenbit
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INDEX TO EXHIBITS

Exhibit No, Description

2.1 - Stock Purchase Agreement among the Company, LOGTEC, Inc. and the shareholders of
LOGTEC, Inc., dated May 23, 2007 (filed as Exhibit 2.1 to the Company’s Quarterly
Report on Form 10-Q filed on August 8, 2007 and incorporated herein by reference).

3.1 Second Restated Certificate of Incorporation (filed as Exhibit 3.1 to the Company’s
Registration Statement on Form 5-1/A (File No. 333-87964) filed on October 25, 2002 (the
“Third Amendment™) and incorporated herein by reference).

2 Second Amended and Restated Bylaws, as amended (filed as Exhibit 3.2 to the Company’s
Current Report on Form 3-K filed on October 2, 2007 and incorporated herein by
reference).

4.1 Registration Rights Agreement, as amended (filed as Exhibit 4.1 to the Third Amendment
and incorporated herein by reference).

42 Specimen Certificate of our common stock (filed as Exhibit 4.2 to the Company’s
Registration Statement on Form $-1/A (File No. 333-87964) filed on November 3, 2002 (the
“Fourth Amendment”) and incorporated herein by reference).

4.3 Stock Purchase Agreement, as amended (filed as Exhibit 4.3 to the Fifth Amendment and
incorporated herein by reference).

4.4 Amendment to Stock Purchase Agreements (filed as Exhibit 4.4 to the Fourth Amendment
and incorporated herein by reference).

10.1 2002 Amended and Restated Omnibus Stock Incentive Plan (filed as Annex B to the
Company’s Proxy Statement on Schedule 14A for the 2005 Annual Meeting of Stockholders
filed on April 21, 2005 and incorporated herein by reference).

10.2 January 2001 Nonqualified Stock Option Plan (filed as Exhibit 10.2 to the Company’s
Registration Statement on Form $-1/A (File No. 333-87964) filed on June 24, 2002 (the
“First Amendment”) and incorporated herein by reference).

10.3 SI International, Inc. 2001 Service Award Stock Option Plan (filed as Exhibit 10.3 to the
First Amendment and incorporated herein by reference).

10.4 1998 Stock Option Plan (filed as Exhibit 10.5 to the First Amendment and incorporated
herein by reference).

10.5 Non-Qualified Deferred Compensation Plan, as amended (filed as Exhibit 10.13 to the
Company’s 2004 10-K and incorporated herein by reference).

10.6 Form of SI International, Inc. Stock Option Agreement Evidencing Grant of Stock Options

10.7

10.8

10.9

10.10

Under the SI International, Inc. 2002 Amended and Restated Omnibus Stock Incentive
Plan, Including Notice of Stock Option Grant (filed as Exhibit 99.1 to the Company’s
Current Report on Form 8-K filed on March 17, 2005 and incorporated herein by
reference).

Amended and Restated Credit Agreement, dated as of February 9, 2005 (filed as

Exhibit 99.1 to the Company’s Current Report on Form 8-K filed February 15, 2005 and
incorporated herein by reference).

First Amendment to Amended and Restated Credit Agreement, dated February 27, 2006
(filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K filed March 3, 2006
and incorporated herein by reference).

Second Amendment to Amended and Restated Credit Agreement, dated June 8, 2007
(filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K filed March 3, 2006
and incorporated herein by reference).

Second Amended and Restated Credit Agreement, dated as of February 13, 2008 (filed as
Exhibit 99.1 to the Company’s Current Report on Form 8-K filed February 19, 2008 and
incorporated herein by reference).
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Exhibit No. Description

10.11 Amended and Restated Executive Employment Agreement with S. Bradford Antle (filed as
Exhibit 10.10 to the Company’s Quarterly Report on Form 10-Q filed on August 8, 2007
and incorporated herein by reference).

10.12 Amended and Restated Executive Employment Agreement with Thomas E. Dunn (filed as
Exhibit 10.11 to the Company’s Quarterly Report on Form 10-Q filed on August 8, 2007
and incorporated herein by reference).

10.13 Executive Employment Agreement with Thomas E. Lloyd (filed as Exhibit 10.9 to the Third
Amendment and incorporated herein by reference).

10.14 Amended and Restated Executive Employment Agreement with Ray J. Oleson (filed as
Exhibit 10.13 to the Company’s Quarterly Report on Form 10-Q filed August 8, 2007 and
incorporated herein by reference).

10.15 Executive Employment Agreement with Leslee H. Gault (filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K/A filed on October 2, 2006 and incorporated
herein by reference). '

10.16 Executive Employment Agreement with Harry D. Gatanas (filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K/A filed on November 14, 2005 and incorporated
herein by reference).

10.17 Executive Employment Agreement with Marylynn Stowers (filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K/A on February 2, 2006 and incorporated herein by
reference).

10.18 Executive Employment Agreement with P. Michael Becraft (filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K/A filed on February 24, 2006 and incorporated
herein by reference).

10.19 Consulting Services Agreement with Walter J. Culver (filed as Exhibit 10.12 to the
Company’s Annual Report on Form 10-K for the fiscal year ended December 25, 2004 and
incorporated herein by reference).

10.20 Form of Indemnification Agreement (filed as Exhibit 10 11 to the Third Amendment and
incorporated herein by reference).

211 Subsidiaries of the registrant (*).

23.1 Consent of Ernst & Young LLP (*).

311 Certifications of Chief Executive Officer and Chief Financial Officer pursuant to Rule 13a
14(a) as adopted pursuant to Section 302 of the Sarbanes Oxley Act of 2002 (*).

321 Certifications of Chief Executive Officer and Chief Financial Officer pursuant to 18 US.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes Oxley Act of 2002 (*).

*

Indicates filed herewith.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders of SI International, Inc.

We have audited the accompanying consolidated balance sheets of SI International, Inc. and
subsidiaries as of December 29, 2007 and December 30, 2006, and the related consolidated statements
of operations, stockholders’ equity, cash flows and comprehensive income for the fiscal years ended
December 29, 2007, December 30, 2006 and December 31, 2005. Our audits also included the financial
statement schedule listed in the index at Item 15(a)2. These financial statements and schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of SI International, Inc. and subsidiaries at December 29, 2007 and
December 30, 2006, and the consolidated results of its operations and its cash flows for the fiscal years
ended December 29, 2007, December 30, 2006 and December 31, 2003, in conformity with U.S.
generally accepted accounting principles. Also, in our opinion, the related financial statement schedule,
when considered in relation to the basic financial statements taken as a whole, presents fairly, in all
material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), SI International, Inc.’s and subsidiaries’ internal control over financial
reporting as of December 29, 2007, based on criteria established in Internal Control—Integrated
Framework issued by the Commiitee of Sponsoring Organizations of the Treadway Commission and our
report dated March 10, 2008 expressed an unqualified opinion thereon.

/s/ ERNST & YOuNG LLP
McLean, Virginia
March 10, 2008
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockhoiders of SI International, Inc. .

We have audited SI International, Inc. and subsidiaries’ internal control over finauncial reporting as of
December 29, 2007, based on- criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). SI
International Inc.’s and subsidiaries’ management is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting included in the accompanying section titled Management’s Report on Internal Control over
Financial Reporting. Our responsibility is to express an opinion on the company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to cbtain
reasonable assurance about whether effective internal control over financial reporting was maintained in
all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating cffectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in -the circomstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal contro! over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness 1o future periods are subject 1o
the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

As indicated in the accompanying section titled Management’s Report on Internal Control over
Financial Reporting, management’s assessment of and conclusion on the effectiveness of internal control
over financial reporting did not include the internal controls of LOGTEC, Inc., which is included in the
2007 consolidated financial statements of SI International, Inc, and subsidiaries and constituted
approximately 3% and 2% of total and net assets, respectively, as of December 29, 2007 and
approximately 77 and 6% of revenue and net income, respectively, for the fiscal year then ended. Our
audit of internal control aver financial reporting of SI International, Inc. and subsidiaries also did not
include an evaluation of the internal control over financial reporting of LOGTEC, Inc.

In our opinion, SI International, Inc. and subsidiaries maintained in all‘material respects, effective
internal control over financial reporting as of December 29, 2007, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance sheets of SI International, Inc. and subsidiaries as of
December 29, 2007 and December 30, 2006, and the related consolidated statements of operations,
stockholders’ equity, cash flows and comprehensive income for the fiscal years ended December 29, 2007,
December 30, 2006 and December 31, 2005 and our report dated March 10, 2008 expressed an
unqualified opinion thereon.

/s/ ERNST & YOUNG LLP
McLean, Virginia g
March 10, 2008
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SI International, Inc. and Subsidiaries
Consolidated Balance Sheets
As of December 29, 2007 and December 30, 2006
(Amounts in thousands, except share data)

December 29, December 30,

2007 2006

Assets

Current assets: _
Cash and cash equivalents ........... e e e $ 13,129 $ 19,457
Accounts receivable, net . . .. .. L L e e 117,098 91,972
Other CurTent aS8EES . o v v v v v it et et e e et ettt i 12,5117 8,627
Total current assets . ... ... vttt it e e e e e 142,738 120,056
Property and equipment, net ... ........ ... ... ... .. i 15,080 12,372
Intangible assets, met .. ... ........ ... ... ... ... .. iiiiiinaans 26,583 20,418
Other a8SetS . . . .. vt it it e e e e e 11,572 7,661
Goodwill . . ... e e e e e e 265,474 220,626
TOtAl ASSEES .« . o v e ot e e e e e $461,447 $381,133

Liabilities and stockholders’ equity
Current liabilities:

Accounts payable . . .. ... $ 26,000 $ 20,715
Accrued expenses and other current liabilities .. ................... 35,172 28,547
Note payable—line of credit . ... ........ ... ... .. . it 20,000 —
Note payable—former owner of acquired business . .. ............... —_ 5,839
Current portion of long-termdebt .......... ... ... ... . ... . ..., 1,004 754
Total current lHabilities . . . ... v it e e e 82,176 55,855
Long-term debt, net of current portion . . . . ........... ... ... . ..., 93,261 69,452
Deferred income £ax . ... ... .. ...ttt inin e 14,241 8,961
Other long-term liabilities . . .. ............ . ... . . i 11,066 7,653

Stockholders’ equity:
Common stock—3$0.01 par value per share; 50,000,000 shares authorized;
13,087,164 and 12,967,377 shares issued and outstanding as of

December 29, 2007 and December 30, 2006, respectively. . .......... 131 130
Additional paid-incapital .. ... ... ... 188,308 184,845
Accumulated other comprehensive (loss) income .. ................. (1,094) 172
Retained €arnings . ... .. .o v ittt it e s 73,358 54,065

Total stockholders’ equity. . ... ... ... ... e e 260,703 239,212
Total liabilities and stockholders’ equity ... .......... ... $461,447 $381,133

The accompanying notes are an integral part of these consolidated balance sheets.
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SI International, Inc. and Subsidiaries
Consolidated Statements of Operations
For the fiscal years ended December 29, 2007, December 30, 2006 and December 31, 2005
{Amounts in thonsands, except per share data)

Fiscal Year

. . 2007 2006 2005

ReVEIIE . ... . e e e, $510,820 $461,970 $397,919
Costs and expenses: '

Costofservices . .. ... . 325,095 290,675 246,481

Selling, general and administrative .. ...................... 138,854 124,847 113,015

Depreciation and amortization .. .........: . ... ... ... .... 3,590 2,692 2,161

Amortization of intangible assets .............. ... . ....... 4,047 3,116 2,292
Total operating eXpenses . ........... ..., 472,186 421,330 363,949
Income from operations. . . ............ ... ... ... .. ., 38,634 40,640 33,970
Otherincome .. .......... ... . ... i 258 88 12
Interest expense, MeE . . . .. ... ..ottt e (7,154)  (7,731)  (6,103)
Income before provision for income taxes . . .. . ................ 31,738 32,997 27,879
Provision for income taxes. . . .. .......... ... . ... ... ... ... 12,445 12,844 10,942
Netincome . ... ... et e e e $ 19,293 $ 20,153 §$ 16,937
Earnings per common share:

BasiC. . . e e $§ 148 § 161 § 1.51

Diluted . . ... e e $ 145 § 15 § 145

Basic weighted-average shares outstanding . ............ ... .. 13,030 12,507 11,185

Diluted weighted-average shares outstanding . . ... ..........., 13,304 12,896 11,690

The accompanying notes are an integral part of these consolidated statements.
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SI International, Inc. and Subsidiaries

Consolidated Statements of Stockholders’ Equity
For the fiscal years ended December 29, 2007, December 30, 2006 and December 31, 2005
(Amounts in thousands, except share data)

Stockholders’ equity

Accumulated

Additional Other
paid-in Deferred Retained Comprehensive
Common stock Copital Compensation Earnings Income (Loss) Total

Balance, December 25, 2004 . 11,047,533 §$111 $128,192  $(208) $16,975 § —  $145,070
Exercise of stock options. . . . 293,689 3 3,735 — _— — 3,738
Amortization of deferred

compensation .......... - — (12) 136 -— — 124
Stock-based compensation . . . - - 415 72 — 487
Option exercise tax effect . .. — —_ 1,561 —_ — — 1,561
Other.................. - - (48) —_ — — (48)
Netincome ............. - - — — 16,937 — 16,937
Balance, December 31, 2005 . 11,341,222 $114 $133,843 $ —  $33912 § —  $167,869
Exercise of stock options and

vesting of restricted stock . . 426,155 4 7,360 — — — 7,364
Offering proceeds, net of

offering costs . ......... 1,200,000 12 40,243 — — — 40,255
Stock-based compensation . . . - - 346 — — — 346
Option exercise tax effect . . . — - 2,117 — — — 2,117
Unrealized gain on interest

rateswap ............. —_ — — — — 172 172
Tax reserve adjustment . . . .. —- - 936 — — — 936
Netincome ............. — —_ — —_ 20,153 — 20,153
Balance, December 30, 2006 . 12,967,377 3130 $184,845 $ —  $54065 $§ 172 $239212
Exercise of stock options and :

vesting of restricted stock . . 119,787 1 1,989 — — — 1,990
Stock-based compensation . . . - - 1,163 — — — 1,163
Option exercise tax effect . . . - = 311 — — — K30
Unrealized loss on interest

rate swap ............. - - — — — (1,266) (1,266)
Net income ............. —_ - — — 19,293 — 19,293
Balance, December 29, 2007 . 13,087,164 $131 $188308 $ —  $73358  $(1,094) $260,703

The accompanying notes are an integral part of these consolidated statements.
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SI International, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

For the fiscal years ended December 29, 2007, December 30, 2006 and December 31, 2005

(Amounts in thousands)

Fiscal Year

The accompanying notes are an integral part of these consolidated statements.
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2007 2006 2005
Cash flows from operating activities:
Net INCOME . . ... . ettt s iaannnnenn $19293  $ 20,153 § 16,937
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization . ... ... ..., ... iiiee 3,590 2,692 2,161
Amortization of intangible assets .. ...................... 4,047 3,116 2,292
Loss on disposal of fixed assets . ........................ 39 25 56
Stock-based compensation .. ... ... ... e 1,163 346 611
Deferred income tax provision .. ... ... ... .. e 4,992 2,645 2,493
Amortization of deferred financing costs and debt discount . . . .. 785 2,143 705
Changes in operating assets and liabilities, net of effect of
acquisitions:
Accounts receivable, net ... ... (12,855) 12,361  (14,629)
Other current assets . ... ..ottt i i e (2,908) (534) (2,684)
Other assets .. ...ttt ittt (4,417)  (3,200) (1,000)
Accounts payable and accrued expenses . ... ............... 727 (10,944) 15,421
Deferred revenue . ... . ... .. e e 3,503 2,383 (275)
Other long-term liabilities . ... ...... .. ... ... ... ..... 1,274 1,130 2,950
Net cash provided by operating activities . . . ................. 19,233 32,256 25,038
Cash flows from investing activities:
Purchase of property and equipment . ...................... (6,029)  (8,507) (2,727)
Proceeds from sale of marketable securities . ................. 59,325 49,850 36,200
Purchase of marketable securities .. ....................... (59,325) (42,000) (42,050)
Former owner payable ........... ... ... .. ... ... .. . . . ... (6,000) (10,322) 8,041
Cash paid for business acquisitions, net of cash assumed . ... ... .. (59,672) (48,002) (74,285}
Net cash used in investing activities . . ...................... (71,701)  (58,981) (74,821)
Cash flows from financing activities:
Proceeds from issuance of common stock, net of offering costs . . .. — 40,255 (48)
Proceeds from exercise of stock options . . ................... 1,990 7,364 3,738
Income tax benefit for stock option exercises . ................ 311 2,117 1,561
Borrowings under line of credit . . ............ ... ... ... .... 25,000 — —
Repayments under line of credit . ......................... (5,000) —  (28954)
Payments of debt issuance fees . ........... ... ... ... . .... (108) (552  (3,238)
Proceeds from long-termdebt . ... .. ... ... . L. 25,000 30,000 100,000
Repayments of long-term debt . . ... . ... .. ... ... . L (941)  (59,044) (750)
Repayments of capital lease obligations . .. .................. (112) (118) (120)
Net cash provided by financing activities . ................... 46,140 20,022 72,189
Net change in cash and cash equivalents . . . ... .............. (6,328)  (6,703) 22,406
Cash and cash equivalents, beginning of period . .. ... ... ........ 19,457 26,160 3,754
Cash and cash equivalents, end of peried . .................... $ 13,129 § 19457 § 26,160
Supplemental disclosures of cash flow information:
Cash payments for interest .. ............. ... ... ... $ 7468 § 6872 § 5,059
Cash payments for income 1aXes .. ... ... vt it nannns $ 10817 § 8,032 § 3,593
Supplemental disclosure of noncash activities: :
Equipment acquired under capital leases .. .............. PR — $ 198 $ 126




S1 International, Imc. and Subsidiaries
Consolidated Statements of Comprehensive Income
For the fiscal years ended December 29, 2007, December 30, 2006 and December 31, 2005
(Amounts in thousands)

Fiscal Year
. 2007 2006 2005
NELHICOIME . o o ot et ettt i e e $19,293  $20,153. $16,937
Unrealized (loss) gain on interest rate swap agreements . ... ... PP (1,266) 172 —
Comprehensive income . . ............. e $18,027 §20,325 $16,937

The accompanying notes are an integral part of these consolidated statements.
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SI International, Inc.

Notes to Consolidated Financial Statements

1. Business:

Throughout this document, we occasionally distinguish 51 International, Inc., as a company
separate from its subsidiaries, and SE International, Inc., as a company combined with its subsidiaries.
In order to clarify which entity we are referring to in various discussions, we use the terms
“SI International, In¢,” and “SI International” to refer to SI International, Inc. without its subsidiaries.
All other references, including “SI,” “the Company,” “we” and “us” refer to SI International and its
subsidiaries.

SI International was incorporated on October 14, 1998, under the laws of the state of Delaware.
The Company is a provider of information technology and network solutions with the Federal
Government as a major client. The Company offers a broad spectrum of solutions and services,
including design, development, implementation and operations to assist clients in achieving their
missions. The Company combines technological and industry experience to provide selutions through
service offerings in the areas of program management and acquisition support, integrated solutions
development, information security, records management, learning sofutions, systems engineering,
network solutions and mission-critical outsourcing,

On January 1, 2001, the Company separated its telecommunications operations, which it obtained
pursuant to an acquisition in fiscal year 2000, by contributing the net assets of the telecommunications
operations to a sister company, SI Telecom. In October 2002, SI Telecom was merged back into
SI International, such that SI Telecom became a wholly-owned subsidiary of SI International. On
December 15, 2006, SI International merged two of its wholly-owned subsidiaries, SI International
Engineering Inc., a Colorado corporation (“Engineering™) and SI International Telecom Corporation, a
Delaware corporation, into SI International as part of an internal consolidation of legal entities. The
mergers were completed according to an Agreement and Plan of Merger under which Engineering and
SI International Telecom Corporation were merged into SI International, which continues as the
surviving corporation.

Since November 12, 2002, our common stock has been publicly traded on the NASDAQ Stock
Market under the symbol “SINT”. The completion of the initial public offering in November of 2002
raised $47.1 million (after offering costs) in equity capital through the sale of 3,850,000 shares of
common stock, On October 6, 2004, the Company completed its secondary offering which raised
$51.2 million (after offering costs) cash through the sale of 2,520,000 shares of common stock. On
April 7, 2006, we raised $40.3 million (after offering costs) through the sale of 1,200,000 shares of
common stock.

2. Summary of significant accounting policies:

Principles of consolidation

The accompanying consolidated financial statements include the accounts of the Company and its
wholly and majority-owned subsidiaries. Al significant intercompany transactions and accounts have
been eliminated in consoclidation.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
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Notes to Consolidated Financial Statements (Continued)

2. Summary of significant accounting policies: (Continued)

financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Reporting periods

The Company’s fiscal year ends on the Saturday closest to, but not falling after, December 31 of
that year. Fiscal years 2006 and 2007 include 52 weeks. Fiscal year 2005 includes 53 weeks, The
Company’s quarters end on the Saturday nearest to the applicable quarterly month-end.

Cash and cash equivalents

The Company considers all investments with original maturities of three months or less at the date
of purchase to be cash equivalents.

Marketable securities

During fiscal years 2006 and 2007, the Company invested in auction rate securities which are
associated with municipal bond offerings. At the end of fiscal years 2006 and 2007, all of the auction
rate securities invested in during the fiscal period were sold prior to the end of the fiscal year.

Revenue recognition

The Company recognizes revenue when a contract has been executed, the contract price is fixed
and determinable, delivery of services or products has occurred, and collectibility of the contract price
is considered probable and can be reasonably estimated. Revenue is earned under cost reimbursable,
time and materials and fixed price contracts.

Under cost reimbursable contracts, the Company is reimbursed for allowable costs, and paid a fee,
which may be fixed or performance-based. Revenues on cost reimbursable contracts are recognized as
costs are incurred plus an estimate of applicable fees earned. The Company considers fixed fees under
cost reimbursable contracts to be earned in proportion of the allowable costs incurred in performance
of the contract. For certain cost reimbursable contracts that include performance based fee incentives,
the Company recognizes the relevant portion of the expected fee to be awarded by the customer at the
time such fee can be reasonably estimated, based on factors such as the Company’s prior award
experience and communications with the customer regarding performance. Other performance based
fees are recognized upon customer approval.

Revenue on time and materials contracts are recognized based on direct labor hours expended at
contract billing rates and adding other billable direct costs. For fixed price contracts that are based on
unit pricing or level of effort, the Company recognizes revenue for the number of units delivered in any
given fiscal period. For fixed price contracts in which the Company is paid a specific amount to provide
a particular service for a stated period of time, revenue is recognized ratably over the service period.

For fixed price contracts that provide for the delivery of a specific product with related customer
acceptance provisions, revenues are recognized upon product delivery and customer acceptance.
However, a significant portion of the Company’s fixed price-completion contracts involve the design
and development of complex, client systems. For those contracts that are within scope of SOP 81-1,
Accounting for Performance of Construction-Tipe and Certain Production-Type Contracts, revenue is
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2. Summary of significant accounting policies: (Continued)

recognized on the percentage-of-completion method using costs incurred in relation to total estimated
COsts.

The Company’s contracts with agencies of the government are subject to periodic funding by the
respective contracting agency. Funding for a contract may be provided in full at inception of the
contract or ratably throughout the contract as the services are provided. In evaluating the probability of
funding for purposes of assessing collectibility of the contract price, the Company considers its previous
experiences with its customers, communications with its customers regarding funding status, and the
Company’s knowledge of available funding for the contract or program. If funding is not assessed as
probable, revenue recognition is deferred until realization is deemed probable.

Contract revenue recognition inherently involves estimation, including the contemplated level of
effort to accomplish the tasks under the contract, the cost of the effort, and an ongoing assessment of
progress toward completing the contract. From time to time, as part of the normal management
processes, facts develop that require revisions to estimated total costs or revenues expected. The
cumulative impact of any revisions to estimates and the full impact of anticipated losses on contracts
accounted for under SOP 81-1 are recognized in the period in which they become known. Projected
losses on all other contracts are recognized as the services and materials are provided.

The allowability of certain costs under government contracts is subject to audit by the government.
Certain indirect costs are charged to contracts using provisional or estimated indirect rates, which are
subject to later revision based on government audits of those costs. Management js of the opinion that
costs subsequently disallowed, if any, would not be significant.

Significant customers

Revenue generated from contracts with the Federal Government, both directly and through other
prime contractors, accounted for a significant percentage of revenues in the fiscal years 2007, 2006 and
2005.

% of revenues

Fiscal year
2007 2006 2005
Departmentof Defense . .. .......... ... ... ... ..... 455% 466% 469%
Federal civilian agencies. . ... ........... ... .. ..... 533 519 51.2
Commercial entities . . .. ....... .. it innnn.. 1.2 1.5 1.9
Total revenue . ... .. ... e 100.0% 100.0% 100.0%

We had only one contract that generated more than 10% of our revenue for fiscal years 2007, 2006
and 20035. For fiscal years 2007, 2006 and 2005, revenue from our C4I2SR contract with the U.S. Air
Force Space Command represented approximately 17%, 21% and 21%, respectively, of total revenue.

Concentrations of Credit risk

The Company’s assets that are exposed to credit risk consist primarily of cash and cash equivalents
and accounts receivable. Accounts receivable consist primarily of billed and unbilled amounts, including
indirect cost rate variances, due from various agencies of the Federal Government or prime contractors
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2. Summary of significant accounting policies: (Continued}

doing business with the Federal Government, and other commercial customers. The Company
historically has not experienced significant losses related to accounts receivable and therefore, believes
that credit risk related to accounts receivable is minimal. The Company maintains cash balances that
may at times exceed federally insured limits. The Company maintains this cash at high-credit quality
institutions and, as a result, believes credit risk related to its cash is minimal.

Accounts receivable and allowance for doubtful accounts

Accounts receivable are recorded at their face amount less an allowance for doubtful accounts.
The Company maintains an allowance for doubtful accounts at an amount that it estimates to be
sufficient to cover the risk of collecting less than full payment on receivables. The Company reevaluates
its receivables on a monthly basis, especia”y receivables that are past due, and reassesses the allowance
for doubtful accounts based on specific client collection issues.

Property and equipment

Property and equipment are stated at historical cost, net of accumulated depreciation and
amortization. Depreciation and amortization are computed generally using a straight-line method over
the estimated useful lives of the related assets, as follows:

Software, computers and equipment ... 35 years
Furniture and fixtures .............. 5-7 years
Leasehold improvements . ........... Shorter of the estimated useful life of

the asset or the lease term

Deferred financing costs

Costs incurred in raising debt are deferred and amortized as interest expense over the term of the
related debt using the effective interest method. These deferred costs are reflected as a component of
other assets in the accompanying consolidated balance sheets. The deferred financing costs consist of
the following (in thousands):

December 29, December 30,

2007 2006
Deferred loan costs .. ...... ... ... ... ... ..., $ 5,635 $ 5,527
Accumulated amortization. ... ... .. .. e (3,987) (3,363)
Deferred financing costs, net . ... .................. $ 1,648 $ 2,164

During 2006, the Company wrote off approximately $1,131,000 of deferred loan costs related to
the prepayments of its term loan. Amortization of deferred financing costs was $624,000, $690,000, and
$705,000 in fiscal years 2007, 2006 and 2005, respectively.

Impairment of long-lived assets

Long-lived assets, including property and equipment, are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount should be addressed pursuant to
Statement of Financial Accounting Standards (SFAS) No. 144, Accounting for the Impairment or
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2. Summary of significant accounting policies: (Continued)

Disposal of Long-Lived Assets and for Long-Lived Assets. Pursuant to SFAS No. 144, impairment is
determined by comparing the carrying value of these long-lived assets to an estimate of the future
undiscounted cash flows expected to result from the use of the assets and eventual disposition. In the
event impairment exists, a loss is recognized based on the amount by which the carrying value exceeds
the fair value of the asset, which is generally determined by using quoted market prices or valuation
techniques such as the discounted present value of expected future cash flows, appraisals, or other
pricing models as appropriate. The Company believes that no such impairment existed during the fiscal
years ended December 29, 2007 and December 30, 2006. In the event that there are changes in the
planned use of the Company’s long-term assets or its expected future undiscounted cash flows are
reduced significantly, the Company’s assessment of its ability to recover the carrying value of these
assets could change.

Goodwill

Goodwill represents the excess of cost over net assets acquired resulting from the Company’s
acquisitions. Effective January 1, 2002, the Company adopted SFAS No. 142, Goodwill and Other
Intangible Assets. SFAS No. 142 requires the use of a non-amortization approach to account for
purchased goodwill and certain intangibles. Under the non-amortization approach, goodwill and certain
intangibles are not amortized into results of operations, but instead are reviewed for impairrnent at
least annually and written down and charged to operations only in the periods in which the recorded
value of goodwill and certain intangibles is more than its fair value. Each year, the Company completed
its annual impairment test of goodwill. The analyses indicated that no impairment of goodwill existed
for either of the fiscal years ended December 29, 2007 and December 30, 2006; however, future
impairment reviews may result in the recognition of such impairment.

The total amount of goodwill as of December 29, 2007 is $265.5 million, of which $219.3 million is
expected to be deductible for income tax purposes in future periods.
Intangible assets

Intangible assets consist of the following (in thousands):

December 29, December 30,

2007 2006
Contractual customer relationships ... ... R $ 36,547 $26,336
Non-compete agreements .. .........coveunennn... 150 150
Total intangible assets . ... .......... ... ... ... .... 36,697 26,436
Less: accumulated amortization . . . . ................ (10,114) (6,068)
Intangible assets, net . .................eiiiai.. $ 26,583 $20,418

Intangible assets from acquisitions, which consist primarily of contractual customer relationships,
are amortized utilizing an accelerated method over 6 to 14 years, based on their estimated useful lives,
The weighted-average amortization period of total intangible assets as of December 29, 2007 is
9.2 years. Amortization expense is estimated to be $4.3 million, $3.8 miilion, $3.4 million, $2.9 million
and $2.7 million for the fiscal years 2008, 2009, 2010, 2011 and 2012, respectively.
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2. Summary of significant accounting policies: (Continued)
Fair value of financial instruments

The Company’s financial instruments consist primarily of cash and cash equivalents, marketable
securities, accounts receivable, accounts payable, credit facilities, and long-term debt. In management’s
opinion, the carrying amounts of these financial instruments approximate their fair values at
December 29, 2007 and December 30, 2006.

Stock-based compensation

Effective January 1, 2006, the Company adopted the provisions of SFAS No. 123R, Share Based
Payment using the modified prospective transition method. Due to the use of the modified prospective
method, prior interim periods and fiscal years do not reflect any restated amounts. The Company
accelerated the vesting of all unvested stock options previously awarded to employees, officers and
directors in December 2005; thus, the Company had no unvested stock options on January 1, 2006.
Since January 1, 2006, the Company has issued 303,425 stock options through December 29, 2007. The
total stock compensation expense recognized during fiscal years 2007 and 2006 was $0.7 million and
$0.2 million, respectively. The total remaining unrecognized compensation expense related to the
unvested options as of December 29, 2007 was $2.4 million, which will be recognized over the weighted
average period of 2.5 years.

From January 1, 2006 through December 29, 2007, the Company has issued 108,025 shares of
restricted stock to directors and employees under its 2002 Amended and Restated Omnibus Stock
Incentive Plan. The fair value of the restricted stock awards is determined based on the grant date
stock price. The compensation expense for restricted stock awards is recognized on a straight-line basis
over the vesting term which is typically five years beginning on the date of grant. The total
compensation expense recognized during fiscal years 2007 and 2006 was $0.5 million and $0.1 million,
respectively. The total remaining unrecognized compensation expense related to the unvested restricted
stock awards as of December 29, 2007 was $2.0 million, which will be recognized over the weighted
average period of 2.5 years,

Prior to the adoption of SFAS No. 123R, the Company accounted for stock-based compensation
using the intrinsic value method prescribed in APB Opinion No. 25 and related interpretations.
Accordingly, compensation expense for stock options was measured as the excess, if any, of the fair
market value of the Company’s stock at the date of the grant over the exercise price of the related
option. The following table illustrates the effect on net income and earnings per share if the

F-14




SI International, Inc.

Notes to.Consolidated Financial Statements (Continued)

2. Summary of significant accounting policies: (Continued) "

compensation costs for the Company’s stock options had been determined based on SFAS No. 123,
Accounting for Stock Based Compensation.

Fiscal Year
2005
Net income—as reported . . ... ......... I e $ 16,937
Add: Total stock-based employee compensation expense as reported
under intrinsic value method (APB No. 25) for all awards, net of tax ..~ 371
Deduct: Total stock-based employee compensation expense determined
under fair value based method (SFAS No. 123) for all awards, net of _
PAK e e e e (10,137)
Net income—Pro forma. . .. ..o i i e e e e e $ '7,171
Basic earnings per share—as reported . ... ... .. L. oL $ 13
Diluted earnings per share—asreported . .. .. ...... ... ... ... ..... $ 145
Basic earnings per share—Proforma . ... ... ... ... ... ... ... Cee $ 064
Diluted earnings per share—Pro forma.......................... $ 061

The fair value of each option is estimated on the date of grant using the Black-Scholes option-
pricing model with the following assumptions used for grants during the fiscal years ended
December 29, 2007, December 30, 2006 and December 31, 2005:

Fiscal Year

: 2007 2006 2005
Risk-free interestrate . . .......... 448%-501% 4.53%-501% 3.99%-4.39%
Expected life of options. . ......... 5 years 5 years 5-7 years
Expected stock price volatility . ... .. 35%-44% 38%-44% 45%-50%
Expected dividend yield. . . ........ 0% 0% 0%

The risk-free interest rate is based on U.S. Treasury yields in effect at the time of grant over the
expected term, of the option. The expected life of options is derived from the Company’s historical
option exercise data. The expected stock price volatility is based on the historical volatility of the
Company’s common stock.

Prior to the adoption of SFAS No. 123R, the Company presented all tax benefits related to the
exercise of stock options as operating cash flows in the consolidated statement of cash flows. SFAS
No. 123R requires the cash flows resulting from the tax benefits generated from tax deductions in
excess of the compensation costs recognized for those options to be classified as financing cash flows.

Income taxes

Income taxes are accounted for using an asset and liability approach that requires the recognition
of taxes payable or refundable for the current year and deferred tax liabilities and assets for the future
tax consequences of events that have been recognized in the Company’s financial statements or tax
- refurns. The measurement of current and deferred tax liabilities and assets are based on provisions of
the enacted tax law; the effects of future changes in tax laws or rates are not considered. Net deferred
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tax assets are reduced, if necessary, by a valuation allowance for the amount of any tax benefits that,
based on available evidence, are not expected to be realized.

Earnings per share

The Company has applied SFAS No. 128, Earnings Per Share, for all fiscal years presented in these
consolidated financial statements. SFAS No. 128 requires disclosure of basic and diluted earnings per
share or EPS. Basic EPS is computed by dividing reported earnings available to common stockholders
by the weighted average number of shares outstanding without consideration of common stock
equivalents or other potentially dilutive securities. Diluted EPS gives effect to common stock
equivalents and other potentially dilutive securities outstanding during the period.

The following details the computation of net income per common share:

Fiscal Year
2007 2006 2005

NetinCOME . .« .« v e e e o ettt et e e e nan s $19,293  $20,153 $16,937
Weighted average share calculation:
Basic weighted average shares outstanding ......... 13,030 12507 11,185
Treasury stock effect of stock options and restricted

SEOCK . oottt e e 274 389 505
Diluted weighted average shares outstanding . . . ... .. 13,304 12,896 11,690

The total number of weighted average common stock equivalents excluded from the diluted per
share computations due to their anti-dilutive effects for the years ended December 29, 2007,
December 30, 2006 and December 31, 2005 were 270,548, 22,250, and 83,707, respectively.

Derivative Instrument and Hedging Activities

The Company accounts for derivative instruments and hedging activities in accordance with SFAS
No. 133, Accounting for Derivative Instruments and Hedging Activities, as amended. Derivatives are
recognized as either assets or liabilities in the consolidated balance sheet, and gains and losses are
recognized based on changes in the fair values. Gains and losses on derivatives designated as a hedge,
or deemed to be an effective hedge, are deferred in accumulated other comprehensive income in the
accompanying consolidated balance sheets, and then recognized upon contract completion. Gains and
losses on derivatives that are not designated as a hedge, or that are not intended to be an effective
hedge, are recognized upon the changes in fair values and are recorded in the accompanying
consolidated statements of operations. The classification of gains and losses resulting from the changes
in fair values is dependent on the intended use of the derivative and its resulting designation. The
Company uses the change in variable cash flow method to measure the effectiveness of its hedges.

From time to time, the Company will enter into interest rate swap agrecments to manage exposure
to fluctuations in rates on its variable rate debt. These agreements effectively allow the Company to
exchange variable rate debt for fixed rate debt. The Company enters into such derivative instrument
agreements only to hedge cash flows. The Company does not hold or issue such financial instruments
for trading purposes, nor is it a party to leveraged derivatives.
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Nongualified Deferred Compénsation Plan

The Company maintains a non-qualified defined contribution supplemental retirement savings plan
for certain key employees whereby participants may elect to defer and contribute a portion of their
compensation, as permitted by the plan. The Company maintains supplemental retirement savings plan
assets that are accounted for in accordance with EITF Issue No. 97-14, Accounting for Deferred
Compensation Arrangements Where Accounts are Held in a Rabbi Trust and Invested, and the underlying
assets are held in a Rabbi Trust. The participants can direct their investments in the nonqualified
deferred compensation plan.

A rabbi trust is a grantor trust established to fund compensation for a select group of
management. The assets of this trust are available to satisfy the claims of general creditors in the event
of bankruptcy of the Company. The assets held by the Rabbi Trust, which are classified as trading
securities, are recorded at fair value in the consolidated financial statements as nonqualified deferred
compensation plan assets. The participants’ investments are recorded at fair value as nonqualified
deferred compensation plan obligations. -

Segment reporting

SFAS No. 131, Disclosure about Segments of an Enterprise and Related Information, establishes
standards for the way that public business enterprises report information about operating segments in
annual financial statements and requires that these enterprises report selected information about
operating segments in interim financial reports. SFAS No. 131 also establishes standards for related
disclosures about products and services, geographic areas and major customers. Management has
concluded that the Company operates in one segment based upon the information used by
management in evaluating the performance of its business and allocating resources and capital.

Reclassifications

Certain prior year amounts have been reclassified to conform to the presentation of the current
year.

New accounting pronouncements

In July 2006, the Financial Accounting Standards Board (FASB) issued Interpretation No. 48,
Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109, Accounting for
Income Taxes. FIN 48 provides guidance on recognition, derecognition, measurément, classification,
interest and penalties, accounting in interim periods, disclosure and transition. FIN 48 requires an
entity to tecognize the financial statement impact of a tax position when it is more likely than not that
the position will be sustained upon examination. The amount recognized is measured as the largest
amount of benefit that is greater than fifty percent likely of being realized upon ultimate settlement. In
addition, FIN 48 permits an entity to recognize interest and penalties related to tax uncertamtles either
as income tax expense or operating expenses.

The Company adopted the provisions of FIN 48 at the start of fiscal year 2007. The Company
believes that its income tax filing positions will be sustained on audit and does not anticipate any
adjustments that will result in a material effect on its financial position, results of operations or cash
flows. Therefore, there was no impact at the adoption of FIN 48 and no reserves for uncertain income
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tax position have been recorded. The Company had recognized interest and penalties related to tax
uncertainties as income tax expense and continued this treatment upon adoption of FIN 48,

The Company is subject to U.S. federal income tax as well as to income tax of multiple state
jurisdictions. Federal income tax returns of the Company are subject to IRS examination for the 2003
through 2006 tax years. State income tax returns are subject to examination for a period of three to six
years after filing. '

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157
defines fair value, establishes a framework for measuring fair value and expands disclosures about fair
value measurements. SFAS No. 157 is effective for fiscal years beginning after December 15, 2007. The
adoption of SFAS No. 157 is effective with the start of fiscal year 2008 for the Company. The Company
believes that the adoption of this statement will not have a material effect on its financial condition,
results of operations or cash flows. On February 12, 2008, the FASB issued FASB Staff Position No.
FAS 157-2, Effective Date of FASB Statement No. 157 (the FSP). The FSP amends FASB Statement
No. 157, Fair Value Measurements (Statement 157), to delay the effective date of Statement 157 for
nonfinancial assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair
value in the financial statements on a recurring basis (that is, at least annually). For items within its
scope, the FSP defers the effective date of Statement 157 to fiscal years beginning after November 15,
2008, and interim periods within those fiscal years.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities—Including an amendment of FASB Statement No. 115. SFAS No. 159 permits
entities to choose to measure certain financial instruments and other items at fair value. The fair value
option generally may be applied instrument by instrument, is irrevocable, and is applied only to entire
instruments and not to portions of instruments. SFAS No. 159 is effective for financial statements
issued for fiscal years beginning after November 15, 2007. The Company believes that the adoption of
this statement will not have a material impact on its financial condition, results of operations or cash
flows.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations. SFAS
No. 141R establishes principles and requirements for how companies recognize and measure
identifiable assets acquired, liabilities assumed, and any noncontrolling interest in connection with a
business combination; recognize and measure the goodwill acquired in a business combination; and
determine what information to disclose to enable users of the financial statements to evaluate the
nature and financial effects of the business combination. SFAS No. 141R is ¢ffective for business
combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after Decemnber 15, 2008. The Company has not yet evaluated what impact, if
any, SFAS No. 141R will have on its results of operations or financial position.

3. Acquisitions:

On June 8, 2007, the Company acquired LOGTEC, Inc., an Ohio corporation (“LOGTEC”),
pursuant to a Share Purchase Agreement dated May 23, 2007 (the “LOGTEC Agreement”). LOGTEC
specializes in acquisition and program management, systems and network engineering and integration,
software and web-based application development, data management and warehousing, information
assurance, and training. LOGTEC’s largest clients include the Air Force Materiel Command (AFMC)
and Naval Air Systems Command (NAVAIR).
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Under the terms of the LOGTEC Agreement, the Company acquired all of the outstanding capital
stock of LOGTEC for $59.7 million in cash, including $0.5 million of transaction costs, of which
$5.9 million was deposited in escrow for 15 months after closing in order to secure post-closing
indemnity obligations of the sellers. Additionally, the Company has made an election under
Section 338(h)(10) of the Internal Revenue Code, which effects the after tax valuation of the LOGTEC
acquisition. The transaction was funded through $9.7 million of cash-on-hand, borrowings under our
credit facility, which consisted of increasing the term loan by $25 million and drawing $25 million under
our revelving line of credit. LOGTEC's trailing revenue for the year ending December 31, 2006 was
approximately $54 million (unaudited).

Based on the final valuation, management has allocated approximately $44.9 million of the
purchase price to goodwill based primarily on the excess of the purchase price over the estimated fair
value of net assets acquired. Approximately $10.2 million of the purchase price has been assigned to
the identifiable intangible assets of contractual customer relationships. Each customer relationship,
which includes each customer’s contract, is being amortized on an accelerated basis over their
remaining useful life of 10 years.

The total purchase price paid, including transaction costs of $0.5 million, has been allocated as
follows (in thousands):

Cashand cash equivalents .. ... ... ... ... .. .. . . iveiirunn. $ 144
Accounts receivable . . . . ... . L e e 12,269
Other current assets . ........ .ttt i e 222
Property and equipment ......... ... .. ... .. ... L, 314
Accounts payable and accrued expenses . .......... ... .. o, (8,383)
Intangible assets .. ........... e e e 10,212
Goodwill ... . e e 44 894
Total consideration . ... ... ... e $59,672

On February 27, 2006, we completed the purchase of Zen Technology, Inc. (Zen), a provider of
critical IT services, specializing in managed network services, information assurance, software
development and systems engineering, database and systems administration and IT consulting to
various U.S. Government agencies. Pursuant to the terms of the Zen Agreement, we acquired all of the
outstanding capital stock of Zen for $60 miilion in cash. Approximately $47.8 million of the purchase
consideration has been allocated to goodwill based primarily on the excess purchase price over the
estimated fair value of net assets acquired. In addition, approximately $6.9 million and $0.2 million of
the purchase price have been assigned to the identifiable intangible assets of contractual relationships
and non-competition agreements, respectively. The contractual relationships are being amortized on an
accelerated basis over the remaining useful life of 9 years and the non-competition agreements ure
being amortized on a straight-line basis over 3 years.

On February 9, 2005, we completed the purchase of Shenandoah Electronic lntelligen‘ce, Inc.
(SEI). SEl is a provider of critical business process outsourcing primarily for the Department of
Homeland Security (DHS). SEI's services include: data and records management; applications
processing; file and mail management; analytical support services; and secure optical card processing at
one of the largest facilities of its kind. Under the terms of the definitive stock purchase agreement, we
acquired SEI for $75 million in cash, subject to certain adjustments totaling approximately $0.6 million.
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Approximately $52.6 million of the purchase consideration has been allocated to goodwill based
primarily on the excess of the purchase price over the estimated fair value of net assets acquired, and
approximately $12.2 million of the purchase price has been assigned to identifiable intangible assets of
contractual customer relationships. The contractual customer relationships are being amortized on an
accelerated basis over their estimated remaining life of 14 years.

The following unaudited proforma combined condensed statements of operations (in thousands,
except per share) set forth the consolidated results of operations of the Company for the twelve
months ended December 29, 2007 and December 30, 2006 as if the acquisitions of Zen and LOGTEC
had occurred at the beginning of each period presented. This unaudited proforma information does not
purport to be indicative of the actual results that would actually have occurred if the combinations had
been in effect for the twelve months ended December 29, 2007 and December 30, 2006.

Twelve Months Ended
December 29, December 30,

2007 2006
Revenue ................... ... ... P $538,256 $523,356
NetinCome . ... ..t e eia ey $ 20,087 $ 26,536
Diluted earnings per share . ...................... $ 131 $ 206

The operations of SEI, Zen, and LOGTEC have been included in the Company’s statements of
operations since the respective dates of acquisition.

4. Accounts receivable:

Accounts receivable consists of the following (in thousands):

December 29, December 30,

2007 2006
Billed accounts receivable . .. ... ... ... .. oo ol $ 52,814 $46,540
Unbilled accounts receivable:
Currently billable .. .......... ... ... ... .. ..., 58,700 41,192
Unbilled retainages and milestones payments expected
to be billed within the next 12 months ........... 5,837 5,609
Indirect costs incurred and charged to cost-plus
contracts in excess of provisional billing rates (see
Note 9) . oot 1,030 136
Total unbilled accounts receivable . ... .............. 65,567 46,937
Allowance for doubtful accounts . .................. (1,283) (1,505)
Accounts receivable, net .. ... ... ..o $117,098 $91,972

The currently billable amounts included as unbilled accounts receivable as of December 29, 2007
and December 30, 2006 represent amounts which are billed during the first quarter of the subsequent
year. They are billings for services rendered prior to year-end, which are billed once necessary billing
data has been collected and an invoice produced.
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5. Property and equipment:

Property and equipment consist of the following (in thousands):

December 29, December 30,

2007 2006
Computers and equipment .. ..................... $ 12,338 $ 11,899
Software . ... . ... . 4,628 2,972
Furniture and fixtures . ... ....... ... .. ... ... ...... 6,382 5,072
Leasehold improvements. . ... .................... 7,016~ 4,257

30,364 24,200
Less—Accumulated depreciation and amortization . . .. .. (15,284) (11,828)
Property and equipment,net . . .................... $ 15,080 $ 12,372

Property and equipment includes assets financed under capital lease obligations of approximately
$221,000 and $341,000, net of accumulated depreciation, as of December 29, 2007 and December 30,
2006, respectively. The increase in the value of Property and Equipment is primarily related to the
furnishings in our new Colorado Springs facility.

6. Accrued expenses and other current liabilities:

Accrued expenses and other current liabilities consist of the following (in thousands):

December 29,  December 30,

2007 2006
Accrued vacation . .. ... ... $ 7,740 $ 7,068
Accrued compensation .. ... ... ... 11,412 8,169
Accrued inSurance ... .. .. ... ... 1,944 3,059
Accrued subcontractor ¢osts ... ....... ... . ..., 5,947 805
Fair value of interest rate swap . ................... 1,799 —
Accrued bonus . . ... ... .. L e 10 4,413
Deferredrevenue ... ........ .. ... ... . ... ... . ... 2,338 1,081
Other accrued liabilities .. .. ..................... 3,982 3,952
Accrued expenses and other current lizbilities .. ....... $35,172 $28,547

7. Income taxes:

The Company accounts for income taxes in accordance with SFAS No. 109, Accounting for Income
Taxes, which requires recognition of deferred tax assets and liabilities for the expected future tax
consequences of events that have been included in the financial statements or income tax returns.
Under this method, deferred tax assets and liabilities are determined based on the differences between
the financial statement and the tax basis of assets and liabilities using enacted tax rates for the year in
which the differences are expected to reverse.
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The tax effect of significant temporary differences, which comprise the deferred tax assets and
liabilities, are as follows (in thousands):

December 29, December 30,

2007 2006
Deferred tax assets (liabilities):
Accounts payable and accrued expenses . ........... $ 2452 $ 1,981
Allowance for doubtful accounts . ................ 133 156
Netoperating 10ss . . . .. ... ..o s —_ 222
Deferredrent ... ... innacreennannn 877 873
Leasepayable . .. ... ... ... ... o 513 —
Deferred compensation . . ......vvveee e 2,064 1,565
Interest rate swap agreement . . ... ..o v i 702 —
Stock compensation. . ...... ... i 811 529
Deferred revenue . ......... ... . 693 770
Total deferred tax asset . . . .. oo vt v it it ean s 8,245 6,096
Prepaid eXpenses. . ...t n e (155) {32)
Intangible assets . ............ ... ... e - {15,615) (11,372)
Unbilled revenue. . .. ..o, (1,138) (810)
Depreciation and amortization . . ................. (502) (473)
Deferred COSIS . ..\ttt i i i e s (2,569) T (832)
Other .. ... e — (130)
Total deferred tax liability . .............. ... ..... (19,979) (13,649)
Net deferred tax liability . .. ... ... ...t $(11,734) § (7,553)

The provision for income taxes consists of the following (in thousands):

Fiscal year

2007 2006 2005
Current provision:
Federal ... e $ 6228 $ 8587 § 7,100
103 71 P 1,225 1,612 1,349
Deferred provision: '
Federal ...... ... . .. i, 4,480 2,228 2,269
0] 721 = 512 417 224

Provision fOr iNCOME taXES . . . v v v v v v i e e e e e $12,445 $12,844 $10,942
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A reconciliation of income taxes at the Federal statutory income tax rate to the provision for
income taxes is as follows (in thousands):

2007 2006 2005
Income taxes at the Federal statutory income tax rate . $11,108 $11,549 § 9,757
State income taxes, net of Federal benefit ., ... ... ... 1,291 1,317 1,090
Other, met. . ..o e e 46 (22) 95
Provision for income faxes ... .................. $12,445  $12.844 510,942

8. Debt:

Debt consists of the following (in thousands):

December 29, December 30,
2007 2006

Credit facilities:
Line of credit bears interest at LIBOR plus 200 to 275
basis points or a specified base rate plus 100 to 175
basis points {exact rate based vpon the Company’s
leverage ratio), interest due monthly, principal due
February 9,2010 . ...... ... ... ... .. ... ...... $ 20,000 5 -
Term loan, pursuant to the Second Amendment, as of
December 29, 2007 bears interest at LIBOR plus 200
basis points or a specified base rate plus 100 basis
points, with twelve consecutive quarterly principal and
interest payments of $250,904 starting on
December 29, 2007, with the unpaid principal and
interest of approximately $91.3 million due on
February 9,2011 . ............... ... . ... .. 94,265 70,206

Totaldebt ... .. ... ... $114,265 $70,206

Since 2002, the Company has maintained a credit facility with Wachovia Bank, National
Association (“Wachovia Bank™) acting as Administration Agent for a consortium of lenders. The credit
tacility has been amended from time to time since 2002. The credit facility is secured by a pledge of
substantially all of our current and future tangible and intangible assets, as well as those of our current
and future subsidiaries, including accounts receivable, inventory and capital stock. On February 9, 2005,
we entered into our Amended and Restated Credit Agreement (“Amended Credit Agreement”), which
was subsequently amended by a First Amendment dated Febroary 27, 2006 and the Second
Amendment to the Amended and Restated Credit Agreement dated June 8, 2007, contemporaneously
with the closing of the LOGTEC acquisition. After the LOGTEC acquisition, the Amended Credit
Agreement had outstanding term debt of approximately $95 million. Additionally, the Company
borrowed approximately $25 miilion under the revolving credit facility.

The Company may repay either or both of the term loan facitity and the revolving credit facility in
whole or in part at anytime prior to their respective maturity dates. As we have the intent to repay the

F-23




SI International, Inc.

Notes to Consolidated Financial Statements (Continued)
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balance on the revolving credit facility within the next twelve months, the outstanding balance has been
classified as a current liability.

As with the previous credit facilities, we are required to maintain compliance with financial and
non-financial covenants including, maintaining certain leverage and fixed charge ratios, as well as
certain annual limits on our capital expenditures. These ratios will be calculated in accordance with the
definitions and terms contained in the documents governing the credit facility, which may be different
than calculations pursuant to GAAP. At December 29, 2007, the Company was in compliance with its
debt covenants. :

In connection with the execution of the Amended Credit Agreement on February 9, 2005, the
Company incurred approximately $3.2 million financing costs. With respect to the First Amendment,
the Company incurred approximately $0.6 million in financing costs. With respect to the Second
Amendment, the Company incurred approximately $0.1 million in financing costs. Such costs associated
with the credit facility were capitalized as deferred financing costs on the balance sheet and amortized
over the six year term of the Amended Credit Agreement. Such costs associated with the First
Amendment and Second Amendment were being amortized over the remaining term of the Amended
Credit Agreement,

During the fiscal year ended December 29, 2007, the Company made regular quarterly payments
totaling $0.9 million of outstanding term debt, after which the remaining principal balance as of
December 29, 2007 was approximately $94.3 million. The Company’s quarterly payment obligation is
$250,904 for twelve consecutive quarters starting from December 29, 2007 through December 30, 2010,
with a final payment of approximately $91.3 miliion on February 9, 2011.

The annual maturities of long-term debt and the line of credit as of December 29, 2007 are as
follows (in thousands):

Fiscal year Maturity
001 - J R I $ 1,004
11 T L 1,004
1 1 I I 21,004
.03 15 A T 91,253
T (o Vi =] o R —
Total long-term debt . ........ e e e 114,265

The Company also had a note payable outstanding related to the acquisition of Zen with a face
value of $6.0 million including imputed interest as of December 30, 2006 that was paid in May 2007.

In August 2007, the Company entered into a forward interest rate swap agreement under which it
exchanged floating-rate interest payments for fixed-rate interest payments. The agreement, covering a
combined notional amount of debt totaling $30 million, as of December 29, 2007, provides for swap
payments over a thirty-six month period, and are settled on a quarterly basis. The weighted-average
fixed interest rate provided by the agreement is 5.045 percent.
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The Company accounts for this interest rate swap agreement under the provisions of SFAS
No. 133, and has determined that the swap agreement qualifies as an effective hedge. Accordingly, the
fair value of the interest rate swap agreement at December 29, 2007 of $1.8 million has been reported
in accrued liabilities with an offset, net of an income tax effect, included in accumulated other
comprehensive loss in the accompanying consolidated balance sheets.

9. Commitments and contingencies:

Leases

As of December 29, 2007, the Company has noncancelable operating leases, primarily for real
estate, that expire over the next ten years. Rental expense during fiscal years 2007, 2006 and 2005 was
approximately $9.5 million, $9.4 million and $8.1 million, respectively.

Future minimum lease payments under noncancelable operating and capital leases as of
December 29, 2007 are as follows (in thousands):

w Capital  Operating
2008 . . e e .. $129 510,136
2009 . . e e 79 9,916
2000 .. e e e 67 9,408
20l e e 16 7,863
200 e e e e e — 6,940
Thereafter . e e e —_ 13,701 ,
Total minimum lease payments . .. ............0iuernn.nn 291 $57,964
Less—interest element of payment ... .................... (31)

Present value of future minimum lease payments............. 260
Currentportion . .. ....... it aiaae. 108
Long-term capital lease . ...................c.c.uv.i.. $152

Subsequent to the purchase of LOGTEC, the Company assumed certain capital and operating
lcases held at the time of purchase.

Contract cost audits

Payments to the Company on government cost reimbursable contracts are based on provisional, or
estimated indirect rates, which are subject to audit on an annual basis by the Defense Contract Audit
Agency (DCAA), The cost audits result in the negotiation and determination of the final indirect cost
rates that the Company may use for the period(s) auditeéd. The final rates, if different from the
provisional rates, may create an additional receivable or liability for the Company. The Company’s
revenue recognition policy calls for revenue recognized on all cost reimbursable government contracts
to be recorded at actual rates unless collectibility is not reasonably assured. To the extent the indirect
rate differential creates a liability for the Company, the differential is recognized as a reduction to
revenue when identified. ' :
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Litigation and claims

We are a party 1o litigation and legal proceedings that we belicve to be a part of the ordinary
course of our business. While we cannot predict the ultimate outcome of these matters, we currently
believe that any ultimate liability arising out of these proceedings will not have a material adverse
effect on our financial position. We may become involved in other legal and governmental,
administrative or contractual proceedings in the future.

The SEI acquisition agreement provides for a purchase price adjustment based upon the working
capital of SEI as of the closing date. Subsequent to the closing date, we received a payment of
$1.6 million in connection with setvices performed prior to the closing date that SEI had not previously
billed, and was not authorized to bill, its customer as of the closing date. The SEI selling stockholders
have asserted that they are entitled to a credit in connection with the calculation of working capital
adjustment in an amount equal to the amount received by us for this post-closing payment. We believe
that, in accordance with GAAP, the SEI selling stockholders should not receive the benefit of the
post-closing payment. In accordance with the terms of the SEI acquisition agreement, the parties have
jointly submitted the issue to an independent accounting firm for resolution. We anticipate that this
matter will be resolved before the end of 2008.

10. Stockholders’ equity:
Common stock

On April 7, 2006, we issued 1,200,000 shares of common stock in an underwritten public offering
at an initial price to the public of $34.00 per share under our shelf registration statement on Form S-3
(No. 333-113827) declared effective by the SEC on May 21, 2004. Net sale proceeds to the Company,
after deducting underwriting discounts and commissions, but before other expenses relating to the sale,
totaled approximately $40.3 million. The Company used the net proceeds from the sale together with
cash on hand to pay down outstanding term debt under the First Amendment.

Stock incentive plans

In 2002, the Company adopted the 2002 Stock Incentive Plan, or the Plan, to grant stock options
to purchase shares of its common stock to its employees and employees of its affiliates. In March 2003,
the Board of Directors increased the number of reserved shares by an additional 160,000 to a total
number of 1,920,000 reserved shares. Further, in March 2005, the Board of Directors authorized the
acceleration of vesting of certain stock awards under the Plan upon the occurrence of certain change of
control events. With this change, future stock awards may include provisions for acceleration of vesting
upon the occurrence of certain change of control events. The Board of Directors also authorized the
amendment of certain prior stock option awards issued under the Plan such that the exercise price of
each such award was greater than or equal to the closing market price of our common stock on
NASDAQ as of March 11, 2005. With respect to such designated prior stock option awards, the Board
of Directors authorized an amendment to the stock.option award to provide for the acceleration of
vesting upon the occurrence of certain change of control events.

In April 2005, the Board of Directors voted to adopt the 2002 Amended and Restated Omnibus
Stock Incentive Plan {the “Amended and Restated Plan™) and the Amended and Restated Plan was
approved by our stockholders at the annual meeting of stockholders held in June 2005. The Amended
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and Restated Plan amends and restates the Plan by (i) increasing the number of shares of common
stock reserved and available under the Plan by 1,000,000 shares to a total share allocation of 2,920,000,
(ii) permitting the grant of deferred shares, performance shares and performance units, (iii) prohibiting
repricing of options without prior stockholder, approval, (iv) limiting the number of shares of common
stock and performance units a participant may receive in any calendar year to 300,000 and 500,000,
respectively, and adding other administrative provisions to comply with the performance-based
compensation exception to the deduction limit of Section 162(m) of the Internal Revenue Code of
1986, as amended; (v) eliminating the provision that previously provided for an automatic increase in
the number of shares reserved for issuance under the Amended and Restated Plan each fiscal year by a
number equal to the lesser of 160,000 shares and an amount determined by the Board of Directors,
(vi) providing that non-qualified stock option grants will be priced at one hundred percent (1009) of
fair market value; (vii) providing for minimum vesting periods of stock bonus awards, restricted
common stock awards, stock appreciation rights, deferred shares, and other stock awards subject to the
possible acceleration of the vesting schedule at the discretion of the administrator; (viii) providing that
future amendments to the Amended and Restated Plan that increase the number of shares allocated,
modify participation requirements, or materially increase benefits accruing to the participants under the
Plan will be subject to stockholder approval, and (ix) making other technical changes to the Plan.

On December 13, 2005, the Board of Directors approved the accelerated vesting of unvested stock
options previously awarded to employees, officers and directors as of December 7, 2005 in light of new
accounting regulations that were to come into effect January 1, 2006. Based on SFAS No. 123R, the
Board took the action to accelerate the unvested stock options with the belief that it was in the best
interest of stockholders, as it reduced the Company’s reported compensation expense in future periods.
The acceleration generated compensation expense of approximately $0.4 million determined under the
intrinsic value method. ‘
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The Company’s option activity and price information for the three-year period ended
December 29, 2007 is as follows:

Shares Weighted-average

Options exercisable exercise price
Balance, December 25, 2004 . ........... 1,405,257 $ 1493
Options exercisable at December 25, 2004 . . 546,646 13.40
2005 grants .. ... in i 687,097 28.19
2005 eXerciSes . . ... v i (293,689) (12.73)
2005 forfeitures . . ... oo e i (47,728) (18.00)
Balance, December 31, 2005 . ..... ... .. 1,750,937 $ 20.29
Options exercisable at December 31, 2005 .. 1,750,937 20.29
2006 grants . ... ... 171,025 29.25
2006 EXEICISES . o o v oot (425,530) (17.33)
2006 forfeitures . ... ..o i (1,876) (27.76)
Balance, December 30,2006 ............ 1,494,556 $ 2233
Options exercisable at December 30, 2006 . . 1,302,055 21.46
2007 grants . ... 132,400 28.42
2007 EXEICISES - v v v v v e et v e ine e (112,724) (17.67)
2007 forfeitures . .. .. ... ... .. (23,071) (271.11)
Balance, December 29, 2007 .. .......... 1,491,161 $ 23.00
Options exercisable at December 29, 2007 . . 1,233,331 21.79

The following table shows the number of options outstanding, the weighted average exercise price,
the weighted average remaining life, and the options exercisable for each range of exercise prices of
options outstanding at December 29, 2007.

Number of Weighted Weighted Weighted
Range of Options Avg. Exercise Average Options Avg. Exercise
Exercise Price Oulstanding Price Remaining Life Exercisable Price

$ 1.58- 927 21,434 $ 869 35 21,434 $ 8.69
$ 10.81- 14.00 334,382 § 13.79 39 334,382 $ 13.79
$ 16.40- 19.26 261,468 $ 1649 6.0 261,468 $ 16.49
+§ 20.55-  26.60 154,720 $ 2597 7.1 150,620 $ 2595
$ 26.80- 2987 523,824 $ 2830 8.0 302,024 $ 2821
$ 30.36- 33.01 194,820 $ 31.07 8.0 162,890 $ 30.99
$556.25-$556.26 513 $556.26 0.1 513 $556.26
Total........ 1,491,161 $ 23.00 6.8 1,233,331 $ 21.79

Each stock option grant establishes the vesting schedule applicable to the grant. The weighted-
average remaining contractual life of the stock options outstanding and exercisable as of December 29,
2007 was 6.3 years with the maximum contractual term of 10 years. The weighted-average remaining
contractual life of the stock options outstanding and exercisable as of December 30, 2006 was 7.2 years.
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The weighted-average grant-date fair value of options granted during the fiscal years ended
December 29, 2007, December 30, 2006 and December 31, 2005 was $11.27, $12.75 and $14.50
respectively. The total intrinsic value of options exercised during the fiscal years ended December 29,
2007, December 30, 2006 and December 31, 2005 was $1.4 million, $6.4 millicn and $4.9 million,
respectively. The total intrinsic value was $8.1 million for both options outstanding and options
exercisable as of December 29, 2007.

Prior to fiscal 2006, the Company’s stock incentive plan consisted principally of stock options.
Durmg fiscal 2006, the Company revised its stock incentive arrangement to provide restricted stock
awards to directors and employees.

A summary of non-vested stock options and restricted awards under the plan as of December 29,
2007, is presented below:

Weighted Weighted

average  Restricted  average

Stock aptions  fair value awards fair value

Non-vested shares outstanding at December 30, 2006 . . .. 166,250 $12.75 32,200 $28.98
Granted . .. ... .. .. e 132,400 11.27 75,200 28.48
VESEE . o et e (35.805) 1271 (7.063)  29.07
Forfeited . ....... .. ... . ... . @ . i (5,015) 12.24 (1,465) 28.49
Non-vested shares outstanding at December 29, 2007 . . . . 257,830 $1197 98872  $28.60

During its fiscal year ended 2001 and continuing into the fiscal year ended 2002, the Company
issued options with exercise prices which were less than the fair value of SI International’s common
stock at the date of option grant. Total deferred compensation related to these option grants was
$518,000 for the fiscal year ended December 28, 2002 and $142,000 for the fiscal year ended
December 29, 2001. This deferred compensation was amortized over the vesting period of the related
options. Such non-cash stock-based compensation expense totaled $196,000 in fiscal year 2005 which
amounted to the remaining compensation expense to be recognized for these option grants.

Stock repurchase program

During the Company’s Board of Directors meeting on December 6, 2005, the Board authorized the
repurchase of up to 300,000 shares of its common stock up to an aggregate maximum dollar amount of
$8 million. The Company has approximately 13.1 million shares outstanding as of December 29, 2007.
Timing and volume of any purchases will be guided by management's assessment of market conditions,
securities law limitations, the number of shares of common stock outstanding, and alternative,
potentially higher value uses for cash resources. The repurchase plan may be suspended or
discontinued at any time without prior notice.

11. Retirement plans:

SI International has a defined contribution 401(k) Retirement/Savings Plan (the Plan) to provide
retirement benefits for all eligible employees of the Company. Employees are eligible to participate in
the Plan beginning on the first of the month following the start of employment and attainment of age
21. Under the Plan, eligible employees may contribute from 1% to 15% of pre-tax compensation. The
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Plan also allows for after-tax contribution up to 5% of compensation. The Company makes an annual
matching contribution and, at its discretion, may make an annual profit-sharing contribution. For fiscal
years 2007 and 2006, there was no profit-sharing contribution made to the Plan by the Company. A
profit-sharing contribution of $1.0 million was made by the Company for fiscal year 2005. The
Company’s matching contribution to the Plan for fiscal years 2007, 2006 and 2005 was approximately
$2.6 million, $2.1 million, and $1.8 million, respectively.

Nongualified Deferred Compensation Plan

The SI International Nonqualified Deferred Compensation Plan (the “Plan”) provides a select
group of management, members of the Board of Directors or highly compensated employees (“Eligible
Employees™) of the Company with the opportunity to defer the receipt of certain pre-tax cash
compensation up to 50 percent of their base compensation, and up to 100 percent of their bonus and
commissions. The Company may make a discretionary contribution in any amount on behalf of one or
more Participants at the end of each fiscal year. Company contributions vest after 3 years, and vesting
is accelerated in the event of a change of control of the Company. Participant deferrals and Company
contributions will be credited with the rate of return based on the investment options and asset
allocations selected by the Participant. Participants may change their asset allocation as often as daily, if
they so chose. A rabbi trust has been established to hold and provide a measure of security for the
investments that finance benefit payments. Distributions from the Plan are made upon retirement,
termination, death, or tota! disability.

The Plan obligations due to participants totaled $5.3 million at December 29, 2007, which is
included in other long-term liabilities in the accompanying consolidated balance sheet.

The Company maintains investment assets in a rabbi trust to offset the obligations under the Plan.
The value of the investments in the rabbi trust was $4.7 million at December 29, 2007. Investment
losses were $0.1 million for the year ended December 29, 2007.

12. Interim financial data (unaudited)

Fiscal Year 2007 Fiscal Year 2006
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
(dollars in thousands)
Revemue . .. ... ... v $113,700 $118,794 §$141,109 $i37,218 $107,232 §$119,233 §$119.869 $115,636
Income from operations . ...... C...% 9127 § 9392 § 9427 $ 10689 $ 8882 5 10,137 5 10546 § 11,075
Netincome - . ..o oo § 4734 § 5024 $ 4383 § 5153 5 4314 5 4442 5 5359 § 6,038
Bagic net income per share ... ...... $ 03 $ 039 § 034 § 039 § 038 5 035 § 042 § 047
Diluted net income per share . . . ... .. § 036 § 038 $ 033 $ 039 % 036 5 034 3 041 § 045

13. Subsequent Event (unaundited)

On February 13, 2008, we entered into a Second Amended and Restated Credit Agreement (the
“Second Amended Credit Agreement”). The amended and restated credit facility consists of a
revolving line of credit of up to $140.0 million and a term loan of $60.0 million. As of February 13,
2008, we had $60.0 million in term debt and approximately $56.7 million of revolving credit debt
outstanding. The Second Amended Credit Agreement also amended debt covenant thresholds and
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lowered the variable rate margins that are be to be applicd to LIBOR or an aliernative base rate in
determining the periodic interest rate.

At the time the Company borrows funds from either of the loan facilities under the Second
Amended Credit Agreement, it may choose from two interest rate options. The Company may elect to
have the borrowings bear interest at floating rates equal to LIBOR plus a spread ranging from 87.5 to
150 basis points or an alternative base rate plus a spread ranging from zero to 50 basis points. Under
cither the LIBOR or an alternative base rate option, the exact interest rate spread will be determined
based upon the Company’s leverage ratio as defined in the Second Amended Credit Agreement.

The term loan facility requires final payment in full on the term loan maturity date of February 13,
2013. The outstanding balance under the revolving line of credit facility will accrue interest ar a
variable rate, with interest only payments being required until the facility matures on February 13, 2013.
We may repay either or both of the term loan facility and the revolving loan facility in whole or in part
at anytime prior to their respective maturity dates.
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SI International, Inc. and Subsidiaries
(See Note 1 to Consolidated Financial Statements)
Schedule H--Valuation and Qualifying Accounts
(In Thousands)

Balance at  Charged te  Acquired in Balance at
beginning of costs and business end of
Description period expenses combinations Deductions period

For the fiscal year ended December 31, 2005 i

Deducted from assets accounts:

Allowance for doubtful accounts. . ........ 1,144 52 1,106 793 1,509
For the fiscal year ended December 30, 2006

Deducted from assets accounts:

Allowance for doubtful accounts . . ... ..... 1,509 - — —_ 4 1,505
For the fiscal year ended December 29, 2007

Deducted from assets accounts:

Allowance for doubtful accounts. . ........ 1,505 —_ — 222 1,283
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SI INTERNATIONAL, INC.
12012 Sunset Hills Road, Suite 8§00
Reston, Virginia 20190

April 18, 2008

Dear Fellow Stockholder:
You are invited to attend the ST International, Inc. Annual Meeting of Stockholders to be held on

Monday, June 9, 2008 at 8:00 a.m., local time, in the Skyline Room of the Tower Club located at
8000 Towers Crescent Drive, Suite 1700, Vienna, Virginia 22182,

The matters proposed for consideration at the meeting are:

* The election of 8. Bradford Antle, Maureen A. Baginski and James E. Crawford, Il as Class 111
Directors serving a three (3) year term;

*» The ratification of the appointment of Ernst & Young LLP as our independent registered public
accounting firm for the current fiscal year;

* The transaction of such other business as may come before the meeting or any adjournment
thereof.

The accompanying Notice of Annual Meeting of Stockholders and proxy statement discuss these
matters in further detail. We urge you to review this information carefully.

You will have an opportunity to discuss each item of business described in the Notice: of Annual
Meeting of Stockholders and proxy statement and to ask questions about our operations and us at the
Annual Meeting,

It is important that your shares be represented and voted at the annual meeting. Whether or not
you plan to attend the annual meeting, please vote: by internet as indicated on the enclosed proxy card
or sign and promptly return the enclosed proxy card using the envelope provided. If you do attend the
annual meeting, you may withdraw your proxy and vote your shares in person.

Ray J. Oleson
Chairman of the Board of Directors




SI INTERNATIONAL, INC.
12012 Sunset Hills Road, Suite 800
Reston, Virginia 20190

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held on June 9, 2008

You are invited to attend the SI International, Inc. Annual Meeting of Stockholders to be held on
Monday, June 9, 2008 at 8:00 a.m., local time, at the Skyline Room of the Tower Club located at 8000
Towers Crescent Drive, Suite 1700, Vienna, Virginia 22182,

The matters proposed for consideration at the meeting are:

1. The election of S. Bradford Antle, Maureen A. Baginksi and James E. Crawford, III as
Class 111 Directors serving a three (3) year term.

2. The ratification of the appointment of Ernst & Young LLP as our independent registered
public accounting firm for the current fiscal vear.

3. The transaction of such other business as may properly come before the meeting or any
adjournment thereof.

The Board of Directors has fixed the close of business on April 25, 2008 as the record date for the
determination of stockholders entitled to notice of and ta vote at the Annual Meeting or any
adjournment thereof.

By Order of the Board of Directors,

James E. Daniel
Senior Vice President, General Counsel, and Secretary

Reston, Virginia
April 18, 2008
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SI INTERNATIONAL, INC.
12012 Sunset Hills Road, Suite 800
Reston, Virginia 20190

PROXY STATEMENT FOR THE ANNUAL MEETING OF STOCKHOLDERS
To be held on June 9, 2008

GENERAL

This proxy statement is furnishéd in connection with the solicitation of proxies to be voted at the
Annual Meeting of Stockholders, or the Annual Meeting, of ST /nternational, Inc., which we refer to as
SI Intemational or the Company, to be held on Monday, June 9, 2008 at 8:00 a.m., local time, at the
Skyline Room of the Tower Club located at 8000 Towers Crescent Drive, Suite 1700, Vienna, Virginia
22182,

The purpose of the Annual Meeting and a description of the matters to be acted upon at the
Annual Meeting are set forth in the accompanying Notice of Annual Meeting of Stockholders. This
proxy statement and the enclosed proxy card are being mailed to stockholders on or about May 9,
2008. We are also mailing to stockholders, along with this proxy statement, our Annual Report on
Form 10-K for the fiscal year ended December 29, 2007. The enclosed proxy card is solicited by our
Board of Directors and will be voted at the Annual Meeting and any adjournments thereof. Shares
represented by a properly executed proxy card in the accompanying form will be voted at the Annual
Meeting in accordance with any instructions specified by the stockholder. If no instructions are given,
the stockholder’s shares will be voted in accordance with the recommendations of the Board “FOR”
each of the proposals presented in this proxy statement. Those recommendations are described later in
this proxy statement. '

SOLICITATION

S1 International will bear the expenses in connection with the solicitation of proxies. Solicitation
will be made by mail, but may also be made by telephone, personal interview, facsimile or personal
calls by our officers, Directors or employees who will not be specially compensated for such solicitation.
We may request.brokerage houses and other nominees or fiduciaries to forward copies of our proxy
statement and our annual report to beneficial owners of common stock, and we may reimburse them
for reasonable outrof-pocket expenses incurred in doing so.

VOTING RIGHTS AND OUTSTANDING SHARES

The Board of Directors has fixed the close of business on April 25, 2008 as the record date for the
determination of stockholders entitled to notice of and to vote at the Annual Meeting or any
adjournment thereof. The presence at the Annual Meeting, in person or by proxy, of a majority of the
outstanding shares of common stock entitled to vote at the Annual Meeting will constitute a quorum
for the transaction of business at the Annual Meeting. Votes via the internet, cast in person or by
proxy, abstentions and broker non-votes (which we define below) will be tabulated by the inspectors of
election and will be considered in the determination of whether a quorum is present at the Annual
Meeting. Ballots marked “abstain” will be counted as present and entitled to vote for purposes of
determining whether a quorum exists for matters subject to a vote by the stockholders. If, with respect
to any shares, a broker or other nominee submits a proxy card indicating that instructions have not
been received from the beneficial owners or the persons entitled to vote, and if that broker or other
nominee does not have discretionary authority to vote such shares (a “broker non-vote”} on onz or
more proposals, those shares will not be treated as present and entitled to vote for purposes of




determining whether a quorum exists for matters subject to a vote by the stockholders. As of March 31,
2008, we had 13,200,059 shares of common stock issued and outstanding. Each share of common stock
is entitled to one vote.

ALL STOCKHOLDERS ARE INVITED TO ATTEND THE MEETING IN PERSON. WHETHER
OR NOT YOU EXPECT TO ATTEND THE MEETING, PLEASE VOTE BY INTERNET AS
INDICATED ON THE ENCLOSED PROXY CARD OR COMPLETE, SIGN AND RETURN THE
ENCLOSED PROXY AS PROMPTLY AS POSSIBLE IN ORDER TO ENSURE YOUR
REPRESENTATION AT THE MEETING. A RETURN ENVELOPE (WHICH IS POSTAGE PREPAID
IF MAILED IN THE UNITED STATES) IS ENCLOSED FOR THAT PURPOSE,

IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER NOMINEE,
AND YOU WISH TO VOTE AT THE ANNUAL MEETING, YOU MUST OBTAIN FROM THE
RECORD HOLDER A PROXY ISSUED IN YOUR NAME.

YOU MAY REVOKE YOUR PROXY AT ANY TIME BEFORE IT IS VOTED. IF YOU ARE
PRESENT AT THE MEETING, YOU MAY VOTE YOUR SHARES IN PERSON AND THE PROXY
WILL NOT BE USED.

PLEASE READ THE PROXY STATEMENT CONTAINED IN THIS BOOKLET FOR FURTHER
INFORMATION CONCERNING THE MATTERS TO BE ACTED UPON AT THE ANNUAL
MEETING AND THE USE OF TIE PROXY.

REVOCABILITY OF PROXIES
You may revoke the proxy at any time before it is exercised in the following ways:

* You may make delivery of a written notice of revocation to our Corporate Secretary. All written
notices of revocation or other communications with respect to revocation of proxies should be
addressed to our Corporate Secretary at our principal executive offices as follows: ST
International, Inc., 12012 Sunset Hills Road, Suite 800, Reston, Virginia 20190, Attention:
Corporate Secretary.

+ You may attend the Annual Meeting in person and revoké your proxy by either giving notice of
revocation to the inspectors of election at the Annual Meeting or by voting at the Annual
Meeting in person.

* You may submit another proxy bearing a later date.

* If you hold your shares in “street name,” you must contact your broker or other nominee to
determine how to revoke your original proxy.

The only items of business that the Board intends to present or knows will be presented at the
Annual Meeting are the items discussed in this proxy statement. The proxy confers discretionary
authority upon the persons named in it, or their substitutes, to vote on any other items of business that
may properly come before the meeting. All holders of record of our common stock at the close of
business on April 25, 2008 will be eligible to vote at the Annual Meeting.

HOUSEHOLDING OF PROXY MATERIALS

Some banks, brokers and other nominee record holders may be participating in the practice of
“householding” proxy statements and annual reports. This means that only one copy of this proxy
statement or our annual report may have been sent to muitiple stockholders in your household. We will
promptly deliver to you a separate copy of either document if you write the Corporate Secretary at the
following address: SI International, Inc., 12012 Sunset Hills Road, Reston, Virginia 20190, Attention:
Corporate Secretary. If you and any other stockholders of the Company want to receive separate copies
of our annual report and proxy statement in the future, or if you are receiving multiple copies and
would like to receive only one copy for your household, you should contact your bank, broker or other
nominee record holder, or you may contact us at the above address.




BENEF[CIAL OWNERSHIP

The following table sets forth certain information regarding the beneficial ownership of the shares
of our common stock as of March 31, 2008 by:

*» Each person we know to beneficially own more than 5% of our common stock,
¢ Each Director and nominee for Director,

* Each of our executive officers named in the Summary Compensation Table under “Executive
Compensation” below, and

» All of our Directors and executive officers as a group.

On March 31, 2008, we had 13,200,059 shares of common stock outstanding. Except as noted, all
information with respect to beneficial ownership has been furnished by the respective Director,
executive officer or beneficial owner of more than 5% of our common stock, or is based on filings with
the Securities and Exchange Commission, which we sometimes refer to as the SEC. Unless otherwise
indicated below, the persons named below have sole voting and investment power with respect to the
number of shares set forth opposite their names. Beneficial ownership of the common stock has been
determined for this purpose in accordance with the Securities Exchange Act of 1934, as amended,
which provides, among other things, that a person is deemed to be the beneficial owner of the common
stock if that person, directly or indirectly, has or shares voting power or investment power with respect
to such stock or has the right to acquire such ownership within sixty days. Accordingly, the amounts
shown in the table do not purport to represent beneficial ownership for any purpose other than
compliance with SEC reporting requirements. Further, beneficial ownership as determined in this
manner does not necessarily bear on the economic incidence of ownership of the common stock.
Unless otherwise indicated below, the address of those identified in the table is 1 International, Inc.,
12012 Sunset Hills Road, Suite 800, Reston, Virginia 20190,

Number of  Percentage of

Shares Shares
Beneficially  Beneficially
Name and Address of Beneficial Owner ' Owned Owned
RayJ. Oleson(l) . . . .00 e e e e e e e 304,003 2.3%
S.Bradford Antle(2) . .. ... .. i 196,897 1.5%
Thomas E.Dunn{3) . . . ... ... e e e 127.668 *
Dr.Walter J. Culver(d) . . .. .. .o e e 105,789 *
Thomas E. Lloyd{5) . . . . ... ..o e e e 95,659 *
P Michael Becraft(f) .. ... . ... v e e 60,875 *
Harry D. Gatanas(7) . . ... oo e e e e e 57,800 *
Marylynn Stowers(8) . . ... .. .. e e e 55,800 *
Gen. R. Thomas Marsh (USAF—Ret.){9). . . . ... . . i i 26,677 *
James E. Crawford, ITT{10} . . . .. .. ... i e e e e 24,362 *
Charles A. Bowsher(11) ... ... i i e e e i e 18,125 *
Edward H. Sproat(12) .. .. ... .. . i e e 16,849 *
John P Stenbit(13) . . . .. .. e e e 15,625 *
Leslee H, Belluchie(14) . . . . . .. e 13,500 *
Gen. Dennis L. Reimer (USA—Ret)(15) . ... ... ... . o e 6,875 *
Maureen A, Baginski(16) .. .. ... ... e 6,250 *
Artisan Partners Lid Partnership, 875 E. Milwaukee Ave., Ste 800, Milwaukee, WI
53202(17) o e e e 1,993,600 15.1%
Alger Associates, 111 Fifth Ave., New York, NY 10003(18) . ..................... 1,244,000 9.4%
TimesSquare Capital Mgmt., LLC, 1177 Avenue of the Americas, New York, NY 10036(19) 1,205,750 9.1%
Wells Fargo & Co., 420 Montgomery St., San Francisco, CA 94104(20) .............. 976,876 71.4%
Neuberger Berman Inc., 605 Third Ave., New York, NY 10158(21) .. ............... 919,100 6.9%
FMR Corp., 82 Devonshire Street, Boston, MA 0210922} . . . ... ... ... .. v, 852,837 6.5%
Barclays Global Investors, NA(23) ... ... ... .. ... . L. e 724,422 5.5%
Dimensional Fund Advisors LP{24) . . . . .. ... . i e 693,492 5.3%
All executive officers and Directors as a group (16 individuals)(25) ... .............. 1,132,754 8.6%

*  Represents less than 1% of our outstanding stock
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Includes approximately 127,156 shares subject to option exercise by Mr. Oleson within 60 days.

Includes approximately 146,321 shares subject 1o option exercise by Mr. Antle within 60 days, approximately 23,500
shares of restricted stock that Mr. Antle is entitled to vote, 1,000 shares held jointly with Mr. Antle’s spouse, 3, 000
shares held by Mr. Stephen B. Antle IRA FBO Mr. Stephen B. Antle, and 400 shares, held by Mr. Antle as
custodian for his children.

Includes approximately 71,349 shares subject to option exercise by Mr. Dunn within 60 days, and approximately
15,250 shares of restricted stock that Mr. Dunn is entitled to vote.

Includes 76,030 shares held jointly with Dr. Culver's spouse, approximately 1,875 shares of restricted stock that
Dr. Culver is entitled to vote, and approximately 27,884 shares subject to option exercise by Dr, Culver within
60 days.

Includes approximately 43,933 shares subject to option exercise by Mr. Lloyd within 60 days, and approximately
1,500 shares of restricted stock that Mr. Lloyd is entitled to vote.

Includes approximately 550 shares held jointly with Mr. Becraft’s spouse, approximately 51,825 shares subject to
option exercise by Mr. Becraft within 60 days, approximately 8,500 shares of restricted stock that Mr. Becraft is
entitled to.vote.

Includes approximately 47,300 shares subject to option exercise by Mr. Gatanas within 60 days, and approximately
8,500 shares of restricted stock that Mr. Gatanas is entitled to vote,

Includes approximately 47,300 shares subject to option exercise by Ms, Stowers within 60 days, and approximately
8,500 shares of restricted stock that Ms. Stowers is entitled to vote. .

Includes approximately 14,982 shares subject to option exercise by General Marsh within 60 days, and approximately
1,875 shares of restricted stock that General Marsh is entitled to vote.

Includes 4,606 shares subject to option exercise by Mr. Crawford within 60 days, and approximately 1,875 shares of
restricted stock that Mr. Crawferd is entitled to vote. )

Includes approximately 16,250 shares subject to opnon exercise by Mr, Bowsher within 60 days, and approximately
1,875 shares of restricted stock that Mr. Bowsher is entitled to vote.

Includes approximately 14,974 shares subject to optlon exercise by Mr. Sproat within 60 days, and approximately
1,875 shares of restricted stock that Mr. Sproat is entitled to vote.

Includes approximately 13,750 shares subject to option exercise by Mr. Stenbit within 60 days, and approximately
1,875 shares of restricted stock that Mr. Stenbit is entitled to vote.

Includes approximately 5,000 shares subject to option exercise by Ms. Belluchie within 60 days, and approximately
8,500 shares of restricted stock that Ms. Belluchie is entitled to vote.

Includes approximately 5,625 shares subject to option exercise by General Reimer within 60 days, and approximately
1,250 shares of restricted stock that General Reimer is entitled to vote.

Includes approximately 2,500 shares subject to option exercise by Ms. Baginski within 60 days, and approximately
3,750 shares of restricted stock that Ms. Baginski is entitled to vote.

According to the Schedule 13G filed on February 13, 2008, (i) Artisan Partners Ltd. Partnership, Artisan Investment
Corporation, ZFIC, Inc. and Andrew A. Ziegler have the shared power to vote or direct the vote of 1,779,500
shares, and the shared power to dispose or direct the disposition of 1,993,600 shares, (ii) Carlene M. Ziegler has the
shared power to vote or direct the vote of 1,533,300 shares, and the shared power to dispose or direct the
disposition of 1,710,700 shares, (ii) Artisan Funds, Inc. has the shared power to vote or direct the vote of 1,079,000 "
shares, and the shared power to dispose or direct the disposition of 1,079,000 shares, (iii) the shares were acquired
on behalf of the discretionary clients of Artisan Partners, (iv) Anisan Partners holds 1,994,600 shares, including
1,079,000 shares on behalf of Artisan Funds, and (v) persons other than Artisan Partners are entitled to receive all
dividends from, and proceeds from the sale of, those shares.

According to the Schedule 13G filed on January 15, 2008: (i) Alger Associates, Inc. and Fred Alger

Management, Inc. have the sole power to vote or direct the vote of 1,244,000 shares, and the sole power to dispose
or direct the disposition of 1,244,000 shares, (ii) Fred Alger Management, Inc. is directly owned by Alger
Associates, Inc., and (iii) by virtue of the Alger family’s ownership of a controlling interest in Alger Associates, Inc.,
ownership of the shares may be imputed to the Alger family.

According to the Schedule 13G filed on January 30, 2008: (i) TimesSquare Capital Management LLC has the sole
power to vote or direct the vote of 1,107,750) shares, and the sole power to dispose or direct the disposition of
1,205,750 shares, (ii) TimesSquare Capital Management, LLC is an investment adviser and is deemed to beneficially
own the shares as a result of the ownership of shares by its investment advisory clients, and (iv) to the knowledge of
TimesSquare Capital Management, LLC, none of its investment advisory clients owns an individual interest of more
than 5% of such shares.




(20) According to the Schedule 13G filed on January 25, 2008: (i) Wells Fargo & Company (“Wells Fargo”) has the sole
power to vote or direct the vote of 623,904 shares, the shared power to dispose or direct the disposition of 651
shares, and the sole power to dispose or direct the disposition of 976,876 shares, (ii} Wells Capital Management
Incorporated (“Wells Capital”) has the sole power to vote or direct the vote of 287,222 shares, and the sole power
to dispose or direct the disposition of 976,876 shares; (iii) Wells Fargo is a parent holding company; and (iv) Wells
Capital is a registered investment advisor and a subsidiary of Wells Fargo.

(21) According to the Scheduie 13G filed on February 12, 2008: (i) Neuberger Berman Inc. and Neuberger Berman, LLC
have the shared power to vote or direct the vote of 724,000 shares, and the shared power to dispose or direct the
disposition of 919,100 shares, {ii) Neuberger Berman Management Inc. and Neuberger Berman Equity Funds have
the shared power to vote or direct the vote of 724,000 shares, and the shared power to dispose or direct the
disposition of 724,000 shares, (iii} Neuberger Berman Inc. owns 100% of Neuberger Berman, LLC and Neuberger
Berman Management Inc., (iv) Neuberger Berman, LLC and Neuberger Berman Management Inc. are deemed to
have beneficial ownership since they both have shared power to make decisions whether to retain or dispose and
vote the securities, and they serve as sub-adviser and investment manager, respectively, of Neuberger Berman's
mutual funds which hold the shares, and (v) no other Neuberger Berman, LLC advisory client has an interest of
more than 5% of the Company’s shares.

(22) According to the Schedule 13G filed on Febrvary 14, 2008: (i) FMR LLC has the sole power to dispose or direct
the disposition of 852,837 shares, (ii) Fidelity Management & Research Company (“Fidelity”), a wholly-owned
subsidiary of FMR LLC and a registered investment adviser, is the beneficial owner of 852,837 shares as a result of
acting as investment adviser to various registered investment companies, (i) Fidelity Advisers Small Cap Stock
Fund, one of those investment companies, is the beneficial owner of 668,137 shares, and (iv) Edward C. Johnson, IIT
and FMR LLC, through its control of Fidelity, and the funds each has sole power to dispose of the 852,837 shares
owned by the funds. Members of Edward C. Johnson, III's family may be deemed, under the Investmeat Company
Act of 1940, to form a controlling group with respect to FMR LLC.

(23) According to the Schedule 13G filed on February 6, 2008: (i) Barclays Global Investors, NA (“Barclays NA”) has the
sole power to vote or to direct the vote of 266,373, and the sole power to dispose or direct the disposition of
314,569 shares, (ii) Barclays Global Fund Advisers (“Barclays Fund Advisers”) has the scle power to vote or to
direct the vote of 266,885 and the sole power to dispose or direct the disposition of 396,356 shares, and
(iii) Barclays Global Investors, Ltd. (“Barclays Ltd.”) has the sole power to dispose or direct the disposition of
13,497 shares.

(24) According to the Schedule 13G filed on February 6, 2008, (i) Dimensional Fund Advisers LP has the sole power to
vote or direct the vote of 693,492 shares, and the sole power to dispose or to direct the disposition of 693,492
shares; (ii) Dimensional Fund Advisers is a registered investment adviscr furnishing investment advice to four
investment companies registered under the Investment Company Act of 1940, and serving as investment manager to
certain other commingled group trusts and separate accounts (collectively, the “Funds”); (iii) Dimensional Fund
Advisers, in its role as investment adviser and manager, has the investment and voting power over the sccurities
owed by the Funds, and may be deemed to beneficially own such shares even though the shares are owned by the
Funds and Dimensional Advisers disclaims beneficial ownership thereof; and (iv) to the knowledge of Dimensional
Fund Advisers, the interest in the securities by any one of the Funds singularly does not exceed 5% of the class of
the company’s securities.

(25) Includes 491,999 shares beneficially held by current Directors and executive officers as a group and approximately
640,755 shares subject to option exercisable within 60 days of March 31, 2008 held by current Directors and
executive officers as a group.




ELECTION OF DIRECTORS
(PROPOSAL 1)

General.  The Company’s Second Restated Certificate of Incorporation, which we refer to as our
Charter, and the Company’s Second Amended and Restated Bylaws, which we refer to as our Bylaws,
provide for the classification of the Board of Directors into three classes (designated as Class 1
Directors, Class 11 Directors and Class IT1 Directors), with members of each class holding office for
staggered three-year terms. Vacancies on the Board of Directors resulting from death, resignation,
disqualification, removal or other causes may be filled by either the affirmative vote of the holders of a
majority of the then-outstanding shares of SI International or by the affirmative vote of a majority of
the remaining Directors then in office, even if less than a quorvm of the Board of Directors.

Qur Board of Directors currently consists of ten (10} members. There are currently four
(4) Class I Directors, whose terms expire at the 2009 Annual Meeting of Stockholders, three
(3) Class II Directors, whose terms expire at the 2010 Annual Meeting of Stockholders, and three
(3) Class III Directors, whose terms expire at this Annual Meeting (in all cases subject to the election
and qualification of their successors and to their earlier death, resignation or removal).

Each of the nominees for election as a Class 111 Director is currently on the Board of 57
International, has been nominated by the Board of Directors, upon unanimous recommendation of the
Corporate Governance Committee, and has indicated his or her willingness to serve, if elected. If any
of the nominees for election as a Class I11 Director should be unable or unwilling to serve, proxies may
be voted for a substitute nominee designated by the Board of Directors. If elected at the Annual
Meeting, each of the three nominees would serve until the 2011 Annual Meeting (subject to the
election and qualification of his successor and to his earlier death, resignation or removal).

If a quorum is present and no stockholder has exercised cumulative voting rights, the Directors will
be elected by a plurality of the votes of the shares cast in person or by proxy at the meeting.
Abstentions and broker non-votes have no effect on the vote. If a stockholder has exercised cumulative
voting rights, the three candidates receiving the highest number of affirmative votes of the shares
entitled to be voted for such Directors will be elected Directors of the Company. Shares represented by
executed proxies will be voted, if authority to do so is not withheld, for the election of the three
nominees named below. In the event that any nominee should be unavailable for election as a result of
an unexpected occurrence, such shares will be voted for the election of such substitute nominee as the
Board of Directors may propose. 1t is not anticipated that any nominee will be unable or unwilling to
serve as a Director.

OUR BOARD UNANIMOUSLY RECOMMENDS THAT OUR STOCKHOLDERS VOTE “FOR” THE
ELECTION OF THE NOMINEES TO SERVE AS DIRECTORS.

NOMINATION OF CLASS LI DIRECTORS

The names, ages as of March 31, 2008, principal occupations and other information concerning
each nominee for Class III Director, are set forth below.

S. Bradford Antle, 52, has served on our Board of Directors and as our Chief Executive Officer
since September 2005 and has served as our President since 2001. He previously served as our Chief
Operating Officer from 2001 until September 2005, and as Executive Vice President from June 1999
until his promotion to Chief Operating Officer. From 1996 to 1999, he served as the Director of
Washington Technical Operations for Lockheed Martin, and from 1992 to 1996 he served in positions
with Martin Marietta, a predecessor entity of Lockheed Martin. From 1985 to 1992, he served in
various capacities for General Electric. Mr. Antle serves on the boards of the Software and Systems
Consortium, Inc. and the National Defense Industry Association, industry non-profit entities, and the




Boys and Girls Club of Greater Washington, D.C. and the Fairfax Education Foundation, both
non-profit entities.

Maureen A. Baginski, 53, has served on our Board of Directors since October 2006. Since QOctober
2006, she has served as the President of the National Security Systems Division of Sparta, Inc,, a
systems engineering and advanced technology company supporting the federal government, primarily at
the Department of Defense and NASA. Prior to joining Sparta, Ms. Baginski served as a director of
BearingPoint beginning in 2005 and during 2006. She also served as the Executive Assistant Director of
Intelligence at the Federal Bureau of Investigation from 2003 to 2005, and a member of the senior
executive service at the National Security Agency from 1979 to 2003. Ms. Baginski currently serves on
the board of Argon ST, and also serves on its Governance and Compensation Committees.

James E. Crawford HI, 62, has served on our Board of Directors since October 1998. He is the
founder and managing director of Triad Capital Management, LLC, a Chicago-based private equity
investment firm. From 1992 through June 2006, he served as a managing director of Frontenac
Company, L.L.C., a Chicago-based private equity investment firm. From 1984 to 1992, Mr. Crawford
was a general partner of William Blair Venture Management Co., a venture capital fund. From 1986 to
1992, Mr. Crawford was a partner in William Blair & Company, an investment banking firm.

INCUMBENT DIRECTORS

The names, ages as of March 31, 2008, principal occupations and other information concerning
each incumbent Director are set forth below.

Incumbent Class I Directors

Mr. Charles A. Bowsher, 76, was appointed to our Board of Directors in April 2003. From 1997 to
2001, Mr. Bowsher served on, and as Chairman of, the Public Oversight Board of the SEC Practice
Section for the American Institute of Certified Public Accountants (AICPA). From 1981 to 1996,

Mr. Bowsher served as Comptroller General of the United States and head of the General Accounting
Office. Prior to that he was affiliated with Arthur Andersen and Co. for 25 years, except for a four-year
period when he served as Assistant Secretary of the Navy for Financial Management. Mr. Bowsher
previously served on the Board of Directors of American Express Bank, from which he retired in May
2004. Mr. Bowsher currently serves as a public member of the Board of Governors of the National
Association of Securities Dealers (NASD). Mr. Bowsher is a certified public accountant and currently
serves on the Advisory Council for the Public Company Accounting Oversight Board (PCAOB) and he
also was the former head of the Public Oversight Board (POB), the predecessor to the PCAOB in
regulating the accounting profession. Mr. Bowsher also currently serves on the board of direcrors of
each of DeVry, Inc, where he also serves as Chairman of the Audit Committee and Federal Home
Loan Bank, Office of Finance.

Dr. Walter J. Culver, 70, served as our Vice Chairman and Director of Major Programs from 2002
until his retirement from management on January 14, 2005, Dr. Culver continues as a member of our
Board of Directors and has been on our Board since 1998. Dr. Culver was one of the co-founders of
the Company and served as our President and Chief Operating Officer from October 1998 to March
2001. From March 2001 until May 2002 he served as Chairman and Chief Executive Officer of SI
International Telecom Corporation. He has held executive positions in our industry since 1971, and
management positions since 1965. From September 1997 to October 1998 Dr. Culver was self employed
as a corsultant and the Interim Chief Executive Officer of Aydin Yazilim ve Elektronik Sanayi, A.S., of
Ankara, Turkey, a subsidiary of Aydin Corporation. From 1996 ta 1997, Dr. Culver served as an
Executive Vice President at CACI, Inc. From 1968 to 1990, Dr. Culver held positions at Computer
Sciences Corporation including President of Defense Systems Division, President of a diversified federal
division of 2,000 employees, and Corporate Vice President of Systems Integration, Dr. Culver serves on




the Board of Directors of AAC, Inc., and the Board of Advisers for Bantu, Inc. He is also a member of
the Visiting Committee of the School of Engineering, Case Western Reserve University and serves as
Chairman of its External Affairs Subcommittee.

General Dennis J. Reimer (USA—Ret.}, 68, has served on our Board of Directors since March 2006.
He currently serves as Chief Strategy Officer and member of the Board for DeticaDFI, which is an
intelligence information firm specializing in all areas of National Security and which is a wholly owned
subsidiary of Detica plc in the United Kingdom. Prior to assuming his current position, he was the
President of DFI International Government Services in Washington D.C, a research, analysis and
consulting firm supporting the federal government in areas such as homeiand security, defense,
intelligence issues and counter-terrorism programs. Upon retirement from the U.S. Army, General
Reimer served as the first Director of the National Memorial Institute for the Prevention of Terrorism
in Oklahoma City from 2000 to 2005. His military career included service as the 33™ Chief of Staff of
the U.S. Army; Commanding General 4" Infantry Division at Fort Carson, Colorado; Deputy Chief of
Staff for Operations U.S. Army during Operation Desert Storm; Vice Chief of Staff U.S. Army,
Operation; and Commanding General U.S. Army Forces Command in Atlanta, Georgia. From 2000 to
the present, he has served on the Board of Directors of DRS Technologies, Inc., and serves on its
Compensation, Nominating and Corporate Governance, and Ethics Committees. General Reimer also
serves as a director of Mutual of America.

Edward H. Spreat, 69, has served on our Board of Directors since November 2000. Mr. Sproat,
former President of Network Services at Bell Atlantic, brings over 38 years of experience in the
telecommunications field. From June 1993 until his retirement in June 2000, he was President and
Chief Operating Officer of Bell Atlantic Networks, which included all of its engineering, procurement,
construction and operations. Prior to then, Mr. Sproat served as Vice President of Operations and
Chief Operating Officer of Bell Atlantic-New Jersey and Vice President of Operations, Bell Atlantic
Business Systems Services and Assistant Vice President of Financial Management for Bell Atlantic.
Mr. Sproat formerly served on the Board of Directors of New Jersey Bell and Somerset Medical
Center. Mr. Sproat previously served as a director of Evolving Systems, Inc., a provider of services
software products, during calendar year 2002, where he also served as a member of the Audit
Committee.

Incumbent Class II Directors

Ray J. Oleson, 63, has served as the Chairman of our Board of Directors since he founded our
company in October 1998, He also served as the Chief Executive Officer of our company from October
1998 until September 2005. He has held executive positions in our industry since 1977, and
management positions since 1969. From 1990 to 1996 he was President and Chief Operating Officer of
CAC], Inc., the primary wholly owned subsidiary of CACI International Inc. From 1987 to 1990
Mr. Qleson was the Operating Division President of one of CACI'’s business units focused on federal
government business. From 1985 to 1987 he served as President and Chief Operating Officer of
Systems and Applied Sciences Corporation and from 1984 to 1985 he was Vice President, Marketing
for that company. From 1977 to 1984 Mr. Oleson served as a Vice President of Computer Sciences
Corporation. Mr. Oleson serves on the Board of Directors of AFCEA International, and of Enterprise
Solutions Division for the Information Technology Association of America, both of which are non-profit
professional associations.

General R. Thomas Marsh (USAF—Ret.), 83, has served on our Board of Directors since December
1998. From 1996 to 1997, General Marsh served as the Chairman of the President’s Commission on
Critical Infrastructure Protection, From 1989 to 1991, he served as Chairman of Thiokol Corporation.
General Marsh retired from active military duty with the Air Force in 1984. His military career
included service as the Commander of the Electronics Division at Hanscom Air Force Base,
Massachusetts and Commander of the Air Force Systems Command. He served on the Board of




Directors, and as the Chairman of the Audit Committee, of Teknowledge until November 2005. He is
also an advisor to the Georgia Tech Research Institute and is a Trustee Emeritus of the MITRE
Corporation. He is a former Executive Director of the Air Force Aid Society. . ‘

John P. Stenbit, 67, has served on our Board of Directors since April 2004, From 2001 to his
retirement in March 2004, Mr. Stenbit served as the Assistant Secretary of Defense for Command,
Control, Communications, and Intelligence (C3I) and later as Assistant Secretary of Defense of
Networks and Information Integration/Department of Defense Chief Information Officer, the C3I
successor organization. From 1977 1o 2001, he served as an Executive Vice President of TRW. He was a
Fulbright Fellow and Aerospace Corporation Fellow at the Technische Hogeschool, Einhoven, :
Netherlands. He has chaired the Science and Technology Advisory Panel to the Director of Central
Intelligence and the Research, Engineering.and Development Advisory Committee for the
Administrator of the Federal Aviation Administration. He has also served as a member of the Science
Advisory Group to the directors of Naval Intelligence, Science Advisory Group for the Defense
Communications Agency, Defense Science Advisory Board, the Navy Studies Board, and the National
Research Council Manufacturing Board. He is currently a self-employed consultant. He also currently
serves on the board of directors of each of SM&A Corporation, Cogent Systems, Inc., Loral Space and
Communication, Inc. and Viasat, Inc. Mr. Stenbit serves on the Audit and Governance and Nomination
Committees for SM&A Corporation, the Audit, Compensation, and Nominating and Corporate
Governance Committees for Cogent Systems, Inc., the Audit Committee of Loral Space and
Communication, Inc.,, and the Compensation and Nominating and Corporate Governance Committees
for Viasat, Inc. Mr. Stenbit also serves on the Board of Trustees for the MITRE Corporation,

Electlon of Additional Dlrectors .

SI International may seek to identify one to two additional qualified individuals for consideration to
serve as an independent Director of the.Board. If SI International finds a qualified person to fill such
position, it is anticipated that the Board could fill the Class III directorship vacancy created upon the
resignation of Walter Florence in January 2007. The Board could also create either a new Class II
directorship by increasing the number of Board 'members from ten to eleven or by appointing such
person to any vacancy that occurs on the Board. Thé nomination of a candidate for this Board of
Director position is subject to recommendation by the Corporate Governance Committec: and the
appointment of the Board of Directors. The nominee will not be elected by stockholder vote because
newly created directorships-and vacancies on the Board may be filled by the affirmative vote of the
majority of Directors then in office, even if less than a quorum of the Board. A Director elected by the
Board to fill a vacancy shall serve for the remainder of the full term of the class of Director in which
the vacancy occurred and until such Director’s successor is elected and qualified. For a description of
the procedure by which stockholders may submit Director nominations, please see “Committees of the
Board—Corporate Governance Committee” below. i .

Corporate Governance

The Board has adopted a set of corporate governance principles, which, along with the written
charters for our Board committees described below, the Charter and the Bylaws, provide the
framework for the Board’s governance of the Company. Our corporate governance principles and the
written charters of our Board committees are available both on the “Investors” section of our website
at www.si-intl.com and in print, free of charge, to any stockholder whoe requests it.

Independence and Composition

Qur Charter, and the listing standards of the NASDAQ. Stock Market, which we refer to as the -
NASDAQ listing standards, each require that a majority of our Board of Directors be “independent”
Directors, as defined in our Charter and the NASDAQ listing standards. In addition, our corporate




governance principles require that we strive to have either a substantial majority of “independent”
Directors or enough “independent” Directors on the Board so that, in the event one “independent”
Director were to resign, die, or be removed from the Board, a majority of the remaining Board would
still consist of “independent” Directors.

The Board of Directors, upon the unanimous recommendation of the Corporate Governance
Committee at a meeting of the full Board, has determined that Ms. Baginski, and Messrs. Bowsher,
Crawford, Marsh, Reimer, Sproat and Stenbit, representing a majority of our Board of Directors, are
“independent” as defined in the NASDAQ listing standards and our Charter. The Board made its
determination based on information furnished by all directors regarding their relationships with the
Company, including those disclosed for Ms. Baginski under the “Certain Relationships and Related
Transactions” section of this proxy statement, and research conducted by management. In addition, the
Board consulted with the Company’s counsel to ensure that the Board’s determination would be
consistent with all relevant securities laws and regulations as well as the NASDAQ listing standards.

Stockholder Communications with Directors

The Company has a process whereby our stockholders can send communications to our Directors.
This process is described in detail on our website at www.si-intl.com and in print, free of charge, to any
stockholder who requests it.

Board and Committee Meetings and Attendance

During fiscal year 2007, there were six meetings of the Board. Each Board member attended 75%
or more of the aggregate of the meetings of the Board and of the committees on which he or she
served that were held during the period for which he or she was a Director or committee member,
respectively. In addition, the Board tock action by unanimous written consent in lieu of meeting one
time during fiscal year 2007. Our corporate governance principles provide that it is the responsibility of
individual Directors to make themselves available to attend, on a consistent basis, scheduled and special
Board and committee meetings and the Annual Meeting of Stockholders on a consistent basis. All of
our Directors, who were serving at the time, attended the 2007 Annual Meeting of Stockholders, with
the exception of Messrs. Stenbit and Bowsher.

In addition, non-management members of the Board of Directors met in executive session four
times in fiscal year 2007. Pursuant to our corporate governance principles, the Board is required to
designate an independent Director to serve as lead or presiding Director (and in the absence of such
appointment, the Chairman of the Corporate Governance Committee will perform the function of lead
or presiding Director) to preside when the Board meets in executive session. Mr. Bowsher has been
previously designated by the Board of Directors as the lead Director. Mr. Bowsher served as the lead
Director at all meetings held in executive session in 2007, with the exception of one executive session
during which General Marsh presided.

Committees of the Board
The Board has an Audit Committee, a Compensation Committee and a Corporate Governance
Committee, each of which deals with specific areas of the Board’s responsibility.

Audit Committee

The Board of Directors has established an Audit Committee, which is governed by a written
charter, which is available both on the “[nvestors” section of our website at www si-intl.com and in
print, free of charge, to any stockholder who requests it. The Audit Committee reviews the professional
services provided by our independent registered public accounting firm, the independence of our
independent registered public accounting firm from our management, our annual financial statements
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and our system of internal control over financial reporting. The composition of the Audit Committee is
subject to the independence and other requirements of the Securities Exchange Act of 1934, as
amended, and the rules and regulations promulgated by the SEC thereunder, which we collectively
refer to as the Exchange Act, and the NASDAQ listing standards. The Board of Directors, upon the
unanimous recommendation of the Corporate Governance Committee, has determined that all current
members of the Audit Committee méet the audit committee composition and independence
requirements of the Exchange Act and the NASDAQ listing standards and that Mr. Charles A.
Bowsher is an “audit committee financial expert” as defined in the Exchange Act.

The Audit Committee met six times during fiscal year 2007. The current members of the Audit
Committee are Mr. Bowsher, who serves as Chairman, Ms. Baginski, General Marsh and Mr. Sproat.

Compensation Committee

The Board of Directors has established a Compensation Committee, which is governed by a
written charter, which is available both on the “Investors” section of our website at www.si-intl.com and
in print, free of charge, to any stockholder who requests it. The NASDAQ listing standards require that
the Compensation Committee consist solely of independent Directors. The Board of Directors, upon
the unanimous recommendation of the Corporate Governance Committee, has determined that all
current members of the Compensation Committee are “independent” as defined: in the NASDAQ i
listing standards.

The Compensation Committee met five times during fiscal year 2007. In addition, the
Compensation Committee took action by unanimous written consent in lieu of meeting three times
during fiscal year 2007. The current members of the Compensation Committee are Mr. Sproat, who
serves as Chairman, and Messrs. Crawford, Reimer, and Stenbit.

Corporate Governance Commitiee

The Board of Directors has established a Corporate Governance Committee, which is governed by
a written charter, which is.available both on the “Investors” section of our website at wwwisi-intl.com
and in print, free of charge, to any stockholder who requests it. The Corporate Governance Committee
oversees and reviews nominations for our Board of Directors and evaluates and recommends corporate
governance compliance policies and procedures applicable to S/ Intemmational. In addition, the
Corporate Governance Committee is charged with the task of assessing the performance of the Board
of Directors on an annual basis and overseeing the annual self-assessments carried out by each of the [
committees of the Board, including the Corporate Governance Committee itself. The purpose of each
of these assessments is to monitor the effectiveness of the Board and the committees, gather
information regarding the ability of the Board and the committees to fulfill their mandates and
responsibilities, and provide a basis for further evaluation and 1mprovement of the policies of the
Board and the committees.

Our Board has adopted a policy that the Corporate Governance Committee endeavor to identify
individuals to serve on the Board who have expertise that is useful to us and complementary to the |
background, skills and experience of the other members of the Board. The Corporate Governance
Committee’s assessment of the composition of the Board includes the following considerations: (a) the
skills of each member of the Board, which includes an analysis of each Director’s business and
management experience, information technology and government contractor industry experience,
professional services industry experience, accounting experience, finance and capital markets’
experience, and level of understanding of corporate governance regulations and public policy matters,
(b) the characteristics of each member of the Board, which includes an analysis of each Director’s
ethical and moral standards, leadership abilities, sound business judgment, independence and innovative
thought, and (c) the general composition of the Board of Directors, which includes an analysis of the
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diversity, age and public company experience of the Directors. The principal qualification for a
Director is the ability to act in the best interests of the Company and its stockholders.

The Corporate Governance Committee also considers Director nominees recommended by
stockholders. The deadline for submissions of propesals for the 2009 Annual Meeting can be found
under the section of this proxy statement captioned “Deadline for Stockholder Proposals.”

In order to nominate a Director nominee, a stockholder’s proposal must comply with all of the
requirements of Rule 14a-8 as promulgated under the Exchange Act. In addition, any such proposals
must include the following:

* the name and address of the stockholder submitting the proposal, as it appears on our stock
records, and of the beneficial owner thereof;

* the number of shares of stock of each class that are owned beneficially and of record by the
stockholder and the beneficial owner;

*a description of all arrangements or understandings between the stockholder and the Director
nominee and any other person pursuant to which the nomination is to be made by the
stockholder; and

+ all information relating to the Director nominee that is required to be disclosed in solicitations
of proxies for election of Directors in an election contest, or is otherwise required, in each case
pursuani to Regulation 14A under the Exchange Act (including such person’s written consent to

- being named in the proxy statement as a Director nominee and to serving as a Director if
elected).

The Corporate Governance Committee does not evaluate Director candidates recommended by
stockholders any differently than it evaluates Director candidates recommended by our Directors,
management or employees.

The NASDAQ listing standards require that the Corporate Governance Committee consist solely
of independent Directors. The Board of Directors, upon the unanimous recommendation of the
Corporate Governance Committee, has determined that all current members of the Corporate
Governance Committee are “independent” as.defined in the NASDAQ listing standards.

During fiscal 2007, the Corporate Governance Committee met four times. The current members of
the Corporate Governance Committee are Mr. Crawford, who serves as Chairman, and
Messrs. Bowsher, Marsh, and Stenbit.

Code of Ethics

Our Directors, as well as our officers and employees, are also governed by our Code of Ethics,
which we refer to as our Code. The current version of our Code is available both on our website at
www.si-intl.com or’in print, free of charge, to any stockholder who requests it. We revised our Code of
Ethics in December 2006, and it was reviewed again in November 2007 by the Corporate Governance
Committee as part of its annual review of corporate governance standards. Amendments to, or waivers
from, a prov151on of the Code that apply to our Directors, executive officers or corporate controller will
be posted to our website within five business days following the date of the amendment or waiver.

Compensation Committee Interlocks and Insider Participation

None of our executive officers serves as a member of the board of directors or compensation
committee of any entity that has one or more executive officers serving as a member of our Board of
Directors or Compensation Committee. Messrs. Crawford, Florence, Reimer, Sproat, and Stenbit
served as the members of the Compensation Committee of our Board of Directors during our recently
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completed fiscal year 2007. None of these individuals has ever served as an officer or employee of the

Company.
The following table shows the compensation paid to our non-employee directors during fiscal year
2007:
Director Compensaticn
Change in
Pension
Value and
Nongualified
Fees Earned or Non-Equity Deferred
Paid in Stock  Option Incentive Plan Compensation  All Other
Cash Awards Awards Compensation Earnings Compensation  Total
Name (%) ICOTU I 310 (% (3) % (%)
(a) {(b) (c) (d) (e) U] () (h)
Maureen A. Baginski . . . . .. $34,000  $29,388 $35,912 — — - $ 99,300
Charles A. Bowsher . ... ... $44,000 $ 6470 § 7,819 — — —  $ 58289
James E. Crawford, III . .-. . . $40,000 $ 6,470 $ 7,819 — — —  § 54,289
Walter J. Culver(d) ... .. .. $30,000 $ 6,470 $ 7,819 — — 824766  § 69,055
Walter C. Florence(5) ... .. — — — — — — —
General R. Thomas Marsh
(USAF—Ret)) ......... $38,667 $ 6470 § 7,819 — - —  § 52956
General Dennis J. Reimer
{(USA—Ret.} .......... $34,000 $ 4,844 $72,083 - — —  $110,927
Edward H. Sproat . .. ..... $46,000 $ 6,470 § 7,819 — — —  $ 60,289
John P, Stembit .......... $36,000 $ 6470 § 7,819 — — — % 50,289

(1) The stock awards will vest over a period of three (3} years from the respective grant date with accelerated
vesting upon the occurrence of a designated change of control event. The amount in this column represents
the expense amount recognized by the Company for fiscal year 2007 under Financial Accounting Standards
Board Statement of Financial Accounting Standards No 123 (revised 2004) Share-Based Payment (FAS 123R).
The Company’s calcutation of the expense amount for FAS 123R purposes is based upon a model that
includes subjective assumptions, which are set forth in and discussed in more detail in the footnotes to the
financial statements for the Company contained in its Annual Report on Form 10-K for fiscal year 2007.

(2) The stock option awards will vest over a period of three (3) years from the respective grant date with
accelerated vesting upon the occurrence of a designated change of control event. In each case, the expense
amount for FAS 123R purposes was determined using the Black-Scholes Model. This model was developed to
estimate the fair value of trade options, and changes to the subjective assumptions used in the model can
result in materially different fair value estimates. As noted above, the assumptions are set forth in the
financial statement footnotes to the Company’s Annual Report on Form 10-K for fiscal year 2007.

(3) The Company Non-Qualified Deferred Compensation Plan provides returns that match the returns on the
funds in which the deferred amounts are invested and therefore, the Company does not believe that any
portion of the return is deemed above market or preferential in nature.

(4) The amounts included in column {g) for Dr. Culver includes $24,766, which represents consulting fees paid to
Dr. Culver for consulting services performed in support of a proposal effort for the Company under the
Consulting Agreement with the Company dated November 29, 2004. The Consulting Agreement with
Dr. Culver was previously approved by the Company’s Audit Committee and is subject to annual review.

(5) Mr. Florence resigned from the Board of Directors effective January 2, 2007.

Directors who are also employees of the Company do not receive any cash compensation from us
for their services as members of the Board. For fiscal 2007, the following describes the annual
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monetary compensation for each non-employee Director, including for service as a Chair or member on
a Committee of the Board of Directors: '

Annual Fees

Non-Employee Director Annual Retainer . ........... ... ... ... ... ... .o ouiu.. $30,000
Audit Committee Chair ... ... i e e e e e 12,000
Audit Committee Member (other than Chair} . ......... ... .. .. ... . ... .. ... 4,000
Compensation Committee Chair . ........ .. .. . i i 12,000
Compensation Committee (other than Chair). . ........ ... ... ... ... .. .. .. .. ~ 4,000
Corporate Governance Committee Chair .. .. ... .. v 0 it it i e e 6,000
Corporate Governance Committee (other than Chair} .......... ... ... ......... 2,000

Each of the fees was pro-rated for the period of the director’s service and paid quarterly. For fiscal
year 2008, the Company has elected to raise the annual retainer to $36,000, but the fees paid to those
serving as a chair or member of a Board Committee will remain the same as those paid in fiscal year
2007.

In addition, our non-employee Directors are eligible to receive non-qualified stock and stock
option awards under our 2002 Amended and Restated Omnibus Stock Incentive Plan. During fiscal
year 2007, directors first appointed to serve on the Board of Directors received an equity grant
comprised of a stock award for 2,500 shares of restricted common stock and a stock option to purchase
7,500 shares of common stock. Further, during fiscal year 2008, directors who are continuing their
service as a member of the Board of Directors will receive an equity grant comprised of a restricted
stock award for 625 shares of restricted common stock and a stock option to purchase 1,875 shares of
common stock. The restricted stock and stock option awards made to our Directors will vest over a
period of three (3) years from the respective grant date. Grants to directors contain a provision for
acceleration of vesting upon the occurrence of a designated change of control event. The exercise price
of the options was 100% of the fair market value of our common stock on the date of grant.

We currently have reserved 2,920,000 shares of cur common stock for issuance under the 2002
Amended and Restated Omnibus Stock Incentive Plan. In addition to our non-employee Directors, all -
of our employees are eligible to receive stock awards and stock option grants under this plan. The
Board may terminate the plan at any time.
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EXECUTIVE OFFICERS

As of March 31, 2008, the executive officers of the Company were Ray J. Oleson, Executive
Chairman of the Board of Directors, and S. Bradford Antle, President and Chief Executive Officer,
(the biographies of whom are included in “Election of Directors” above), and the following six persons

indicated in the table below:

Name, Age
P. Michael Becraft, 63

Thomas E. Dunn, 56

Harry D. Gatanas, 61

Leslee Gault Belluchie, 46

Thomas Lloyd, 73

Marylynn Stowers, 47

Positions and Offices
With the Company

Other Employment in Past Five Years

Executive Vice President, Mission
Services Group (since 2003)
Senior Vice President, Homeland
Security Business Unit (2003-2005)

Executive Vice President, Chief
Financial Officer, and Treasurer

(since 2001)

Executive Vice President, Strategic
Programs Group (since 2005)

Executive Vice President and Chief
Marketing Officer (since 2006)

Vice President, Corporate
Development (since 2002)

" Vice President, Mergers and

Acquisitions (1998-2002)

Executive Vice President, IT
Solutions Group (since 2005)
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Acting Deputy Commissioner of
U.S. Department of Homeland
Security {2001-2003)

Senior Acquisition Executive, NSA
(2004-2005); Chief Executive
Officer, Global Services
(2002-2003) |

Partner, IBM (2005-2006);
President and Chief Executive
Officer, NCR Teradata
(2004-2005); Vice President,
Business Development, Unisys
(2004); Vice President, Business
Development, Computer Sciences
Corporation (1995-2004)

Vice President for Operations,
Science Applications International
Corp. (1997-2005)




COMPENSATION DISCUSSION AND ANALYSIS
Executive Summary

This Compensation Discussion and Analysis (CD&A) describes the process we follow at
SI International to ensure that our executive compensation programs help attract and retain the top
tier talent needed to meet our goals and objectives. Our programs have been structured with the goal
of establishing competitive base compensation and to provide for additional compensation and
incentive programs based upon individual, business unit, and/or company-level performance. Our goal
in establishing objectives for additional and incentive compensation programs is to focus our executives
performance on achieving financial results that we believe create the greatest opportunities for our
stockholders to maximize returns on their investments. This CD&A provides details of the processes,
metrics, and philosophy we employ to design our executive compensation plans and programs.

L

The Board of Directors has established a Compensation Committee that is governed by a written
charter, which is available on the “Investors™ section of our website at www.si-intl.com. As used in this
CD&A section, the term “Committee” refers to the Compensation Committee of our Board of
Directors.

The executive compensation philosophy at SI International centers around three direct
compensation components: base salary, short term incentive (management performance incentive), and
longer term incentives (such as, stock options and restricted stock awards). In designing compensation
programs, the Company places a heavy emphasis on performance. Because compensation is tied to
achieving important financial objectives or to increases in shareholder value, the performance-based
components of our executive officers’ compensation include (1) the annual management performance
incentive, (2) stock option awards that are issued at fair market value, vest over a five-year period, and
provide return to the executive only upon an increase in the company’s stock price from the date of
grant, and (3) stock awards issued in 2007 as performance-based awards and that vest only upon the
achievement of specified financial objectives. As a result, a majority of each executive officer’s total
annual compensation opportunity is “at-risk” and tied to the Company’s annual and long-term financial
performance, as well as to the enhancement of shareholder value. The Company has benchmarked the
total direct compensation opportunities for executives with the goal of linking such opportunities to
performance. Qur executive compensation programs are intended to provide that target financial
performance will result in total direct compensation in the range of the 50-75™ percentile of the
median of our peer group companics. Base salary is generally kept consistent with market and reflects
the complexity and scope of responsibilities for the executive.

The performance of SI International for 2007, from a revenue and net operating income
perspective, was below the threshold objectives established by the management team, reviewed with the
Board and ultimately adopted as part of the management performance incentive in February 2007.
Allocation to management performance incentive for financial goals in the areas of revenue and net
income represented 75% of the overall management performance incentive measurement components
for the management team. Since actual performance was below threshold performance in each of these
two areas, the Chief Executive Officer recommended to the Compensation Committee that no
management performance incentive be awarded to the management team for fiscal 2007. This is
consistent with our philosophy to reward executives for achievement of short-term/annual performance
objectives through award of management performance incentive.

Executive Compensation Roles and Governance

Generally, our compensation process involves responsibilities delegated either to the Committee or
to the Chief Executive Officer, dependent upon the type of compensation program and, for individual
compensation actions, the level of the employee’s position within the Company. The Committee is
responsible for adopting, administering and maintaining programs and plans involving stock incentives,
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retirement plans, stock purchase, executive bonuses, deferred compensation, and other similar
compensation programs, and any other compensation matters requested by the Board of Directors. In
addition, the Committee is responsible for reviewing and approving the compensation of the Chief
Executive Officer and the other executive officers of the Company (including the named executive
officers), as defined under Section 16 of the Securities Exchange Act of 1934, and those officers
reporting directly to the Chief Executive Officer. The Committee is also responsible for the
appointment of, and the establishment of compensation ranges for, all other officers of the Company.
The Chief Executive Officer has the authority to approve all forms of compensation, inclusive of annual
salary, target bonus percentage, and equity, for all other employees and other officers, with
compensation for other officers falling within established pay ranges and within specified levels of
individual equity grants.

Management’s role in the approval process for executive compensation actions to be approved by
the Committee is to provide recommendations to the Committee. Our Chief Executive Officer makes
recommendations to the Committee regarding executive compensation plans and programs that are
designed to reward achievement of our goals and objectives. The Chief Executive Officer also makes
recommendations to the Committee for base salary, short-term and long-term incentive compensation,
and equity awards for our executive officers (other than himself and the Executive Chairman). Our
Chief Executive Officer, in conjunction with other members of management, provides feedback
regarding the performance of our executive officers, including their support in achieving our goals and
objectives. Our Chief Executive Officer and Senior Vice President of Human Resources work with the
Committee Chair to establish the agenda for Committee meetings and to prepare the materials for
each Committee meeting,

The Committee generally holds several scheduled meetings each year and additional meetings as
the Committee members deem appropriate. The Committee may also hold executive sessions at each
scheduled meeting. Our Chief Executive Officer participates in Committee meetings to provide
information regarding our strategic objectives; evaluation of the performance of our executive officers;
and compensation recommendations for our executive officers, as indicated above. Our Chief Executive
Officer is not present for portions that involve deliberations of the Committee with respect to his own
compensation. Our other officers may attend these meetings at the invitation of the Committee. The
Committee believes input from management and outside advisors, as noted below, is valuable; however,
the Committee makes its decisions based on independent analysis and assessment.’

Since 2007, the Committee has engaged Watson Wyatt Worldwide to serve as the Committee’s
consultant and plans to do so again for fiscal year 2008. Watson Wyatt Worldwide is independent from
us and, except for its work on behalf of the Committee, has not been engaged to perform any work for
us and has no prior relationship with management, Watson Wyatt Worldwide will report directly to the
Committee and will engage with management as directed by the Committee. ’

Since 2005, management has retained the services of Mercer, Inc. to support its work in a number
of areas, including market compensation survey analysis, executive compensation trends, SEC disclosure
requirements, and equity compensation trends and related industry market data. In preparing the
materials it presfents to the Committee, our Chief Executive Officer, our Senior Vice President of
Human Resources, and management completes the requested analyses, produces the meeting materials
and collaborates with the Committee’s compensation consultant, management’s compensation
consultant, and consults with internal and external legal counsel in the administration and management
of our compensation programs.

Overview of Our Executive Compensation Philosophy

Our compensation program and policies are designed to attract, motivate and retain executives of
outstanding ability in order to achieve our full potential and maximize the return to our stockholders.
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The primary objectives of our executive compensation program are to:

* Provide total direct compensation opportunities that are competitive with opportunities provided
to executives of comparable companies at comparable levels of performance;

* Ensure that our executives’ total compensation levels vary based on both our short-term
financial performance and long-term growth in financial performance areas, such as revenue, net
income and ¢perating efficiency, which we believe are then refiected in increased stockholder
value over time;

* Focus and motivate executives on the achievement of defined objectives; and

* Reward executives in accordance with their relative contributions to achieving strategic
milestones and upholding key mission-related objectives.

These objectives are achieved through the following principles of our executive compensation
program:
» Total target opportunity compensation for executive officers is benchmarked at the
50th percentile. We feel this is necessary to attract the talent necessary 1o run our organization.

* The mix of total compensation elements reflects an appropriate balance between competitive
market requirements and strategic business needs. We believe the opportunity for executives to
receive additional compensation based upon achieving or exceeding established performance
objectives properly aligns our equity programs and management’s focus with the interests of our
stockholders. With respect to the award of stock options and performance vested restricted
stock, we believe our programs are focused on ensuring that those grants reward our executives
when stockholders see an increase in their stock value.

* A significant portion of each executive officer’s compensation is at risk and the amount awarded
annually is determined by Company and individual performance. As the officer’s job
responsibility increases, the portion of total compensation at risk increases,

* Qur short-term non-equity incentive compensation plan, which we refer to as the Management
Performance Incentive Plan, provides the opportunity to earn total cash compensation at the
upper quartile of competitive pay based on outstanding Company and individual performance.

+ Interests of executive officers are linked with the Company’s stockholders through stock and
stock option awards.

* Benefits are market competitive and align to the framework of our fringe benefits package.

We review all components of executive compensation annually to ensure ongoing competitive
alignment of the executive base salary, target management performance incentive percentage, and
equity incentive grants. This evaluation is completed in the second quarter using peer group
compensation data from the prior year’s peer group proxy statements filed with the SEC and published
surveys (as described in more detail in the “Benchmarking and Peer Groups” section that follows) in
order to produce meaningful benchmarks. Financial goals for the management performance incentive
were established by the Committee in March 2007. In concert with our competitive evaluation cycle,
executive base salary and target management performance incentive percentage recommendations were
approved by the Committee in June 2007, and implemented in October 2007 with respect to the base
salary increases. For fiscal year 2007, executive equity compensation recommendations were presented
to and approved by the Committee in March 2007, and the equity compensation recommendations for
fiscal year 2008 will be reviewed by the Committee in the first quarter of 2008.

Benchmarking and Peer Groups

Management conducts a benchmarking analysis comparing existing compensation levels against the
competitive market. The data used to conduct the benchmarking analysis include data reported by a
group of publicly-traded peer companies. In establishing and maintaining our peer group, we strive to
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ensure that we identify companies that are most closely suited to our business activities and to ensure
that we maintain an appropriate composition of key market competitors. Additionally, management
secures market analysis information from Mercer and also considers executive compensation survey
data obtained from nationally recognized survey providers, including the Western Management Survey
(a survey targeted to Federal Government contractors), and the Mercer, Radford Surveys + Consulting,
Culpepper & Associates, and Watson Wyatt Worldwide surveys—the dominant benchmark providers for
SI International’s industry. Management and the Committee utilize the information obtained through
the benchmarking analysis, together with all other relevant materials, to make informed
recommendations and decisions concerning both the composition of and the level of our executive
compensation, and to assist in ensuring that our executive compensation plans and programs are
aligned with our corporate compensation goals.

Our peer group of publicly-traded companies is selected by management, with the Committee’s
concurrence, and is comprised of those public companies that compete in the Federal Government
professional services and information technology marketplace, as identified in investment research for
our sector. We review this peer group annually to.identify potential new peers, and, where necessary, to
consider changes to existing peers, including where the stock of an existing peer is no longer publicly
traded as a result of an acquisition or merger. Other factors used to assess the inclusion within our
peer group include market capitalization and annual revenue. For 2007, the peer group annual revenue
ranged from $230 million to $1.9 billion, and the market capitalization ranged from approximately
$103 million to under $1.9 billion. Our annual revenue target for the peer group generally
approximates 50%-400% of our annual revenue to ensure a large enough sample of peers and to
include those peers identified by us, as described above. Based on these criteria, the following peer
companies were used during 2007 for benchmarking purposes (arrayed in descending order from largest
to smallest in terms of revenue from the most recent four quarters of reporting):

* CACI International Inc

* ManTech International Corporation
* SRA Iﬁternational, Inc.

» ICF International, Inc.

* Stanley, Inc,

*» MTC Technologies Inc.

* NCI, Inc.

* Dynamics Research Corporation

r

As a result of the peer group review discussed above, we intend to add two additional peer group
companies: Maximus, Inc. and VSE Corporation, to our peer group for fiscal year 2008.
Elements of Executive Compensation

Our executive compensation program is comprised of the following components:

* Total direct compensation, which includes base salary, short-term non-equity incentive
compensation, and long-term equity incentive compensation; and

* Indirect compensation, which includes retirement benefits, health and welfare benefits, and other
perquisites.
Base Salary

During fiscal year 2007 we focused on a pay-for-performance compensation methodology to
evaluate Company performance and executive compensation relative to the peer group for 1- and
3-year periods based on fiscal year revenue, revenue growth, return on equity, earnings before interest
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and taxes (EBIT), earnings per share growth, and total stockholder return, as well as an overall average
for all categories. The pay-for-performance analysis supports our objective of benchmarking all
executive officer base salaries at approximately the competitive 50t percentile. Actual percentiles may
vary from year to year because of the mix of executives in similar positions, but the overall objective is
to remain consistent with base salaries for our executive officers that approximate the market median.

Our Chief Executive Offlcer Chief Financial Officer, and the three most highly compensated
executive officers serving as executive officers at the end of fiscal year 2007 (the “Named Executivé
Officers”) were S. Bradford Antle, Thomas E. Dunn, Ray J. Oleson, Leslee H. Belluchie, and Harry D.
Gatanas. To retain the competitive position of our executive’s base salaries, effective October 1, 2007,
we increased the salaries of our named executive officers by an average of 5.8%. The individual base
salary increases ranged from 4.0% to 6.4%, and the base salaries of our named executive officers as of
October 2007 were Messrs. Antle ($500,000), Dunn ($380,640), Oleson ($350,000), and Gatanas
($297,500), and ‘Ms. Belluchie ($266,000). The increases reflected a number of factors, including market
adjustments to account for some salaries that had been below market competitive benchmark. Increases
for each executive individually were based on their target benchmarked salary and their contributions
toward meeting significant business objectives in fiscal year 2006 and the first six months of fiscal year
2007.

Increases in base salaries have the effect of increasing short-term incentive opportunities, which
are discussed in the next section. In setting base salaries for the named executive officers, the
Committee considers the effects of such increases.

. ’ N

Short-Term Non-Equity Incentive Program (Management Performance Incentive Plan)

QOur compensation philosophy emphasizes incentive pay to leverage both individual and
organizational performance, with the incentive portion of total compensation increasing as the officer’s
job responsibility increases.

As with the base salary methodology the objective is to set target awards that approximate the
market median when target performance is achieved. The program is sufficiently leveraged such that
when targets are not achieved, total cash compensation (TCC), which consists of base salary and cash
bonuses under our Management Performance Incentive Plan, will be below market median. Similarly,
when our financial performance exceeds established targets and reaches stretch objectives, incentive
awards can generate TCC up to the 75% percentile of the peer group.

To establish and assess competitive TCC, we analyzed peer group proxy statements filed with the
SEC and published compensation surveys to benchmark executive compensation levels and assessed our
executive compensation levels from a 3-year perspective (includes 1-year TCC and 3-year average
long-term incentives). In addition, fotlowing a review of other peer group filings with the SEC, we
analyzed peer group fiscal year revenue, revenue growth, EBIT, and earnings per share growth, which
helps inform the Committee of our financial performance relative to our peers.

Eligibility for, and the Company-level performance measures of, cur Management Performance
Incentive Plan are established annuaily at the beginning of each fiscal year. The Management
Performance Incentive Plan provides for payment of cash bonuses to our officérs upon the achievement
of key Company-level performance measures, business unit goals for certain business unit heads and
individual performance measures. Goals are established for ¢ach Company-level performance measure
and business unit goal at threshold, target and maximum levels. In addition, the Committee, within its
discretion, can make modifications to the Management Performance Incentive Plan, or may elect not to
make any awards under the Management Performance Incentive Plan, dependent upon Company and
individual performance. We believe that having a significant portion of TCC linked to key Company
performance measures directly aligns individual executive performance to our business objectives.
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For fiscal year 2007, Company-level performance measures (and their respective weighting) include
fiscal year 2007 revenue (25%), net income (50%), labor utilization (10%), and days sales outstanding
(15%). Bonuses, or management performance incentive, considered by the Committee are a reflection
of the achievement, at threshold, target, or maximum performance levels, within cach of the
performance measures. Within each category for fiscal year 2007, executive officers are eligible to
receive 0% for performance that is equal to or less than threshold. For performance as mezasured at

_target, the executive officers are eligible to receive full amount of their established managzment
performance incentive. For performance measured at stretch, the executive officers are eligible to
receive twice their established management performance incentive. Generally, the management
performance incentive payments will be scaled linearly by the Committee if the performance level falls
between the threshold and target levels, and the target and stretch performance levels. Management
may further adjust bonus recommendations presented to the Committee if such amounts cause the -
measure not to be achieved or otherwise reflect management’s judgment with respect to the effect of
the bonus payments on the Company’s overall financial performance.

The table below illustrates the management performance incentive potential for each Named
Executive Officer at each performance level for fiscal year 2007,

Management Performance Incentive Potential -
(as a percentage of base salary at fiscal year end)

Management Management Management
Performance Performance Performance
Incentive Incentive Incentive
Potential Potential Potential
Name and Principal Position at Threshold at Target al Stretch
S.Bradford Antle. . ... ... ... ... . . i 0% 75.0% 150.0% -
President and Chief Executive Officer
Thomas E.Dunn ........... ... 0% 60.0% 120.0%
EVP Chief Financial Officer and Treasurer
RayJ.Oleson ................. e e 0% 75.0% 150.0%
Executive Chairman .
Harry D) Gatanas ... 0 oo e e iie oo 0% 50.0% 100.0%
EVP, Strategic Programs Group

Leslee Gault Belluchie . . ... ... . ... ... ......... 0% 50.0% 100.0%
EVF, Chief Marketing Officer '

In February 2008, the Committee met to review the Company’s satisfaction of the performance
measures for fiscal year 2007 under the Management Performance Incentive Plan, and the following -
table reflects the result and score assigned in each bonus component/performance measurement
category:

Bonus Component / Threshold Target  Stretch

Management Performance Incentive Allocation  ($MM) ($MM)  (SMM) Result

Revenue. ..........cuviiiinnnn.. 25%  $497.6 $511.1 $525.5 Threshold Not Achieved
Netlncome ..........ccvviviunnn.. 50% § 21.7 $234 $ 244 Threshold Not Achieved
Labor Utilization .................. 10% 85% Target Exceeded

Days Sales Outstanding . .. ........... 15% 75 Days Target Achieved

When determining the Company’s satisfaction of the performance measures for 2007, the
Committee excluded the financial contributions from entities acquired by the Company in 2007 because
the performance levels set by the Committee did not reflect these acquisitions.

In addition, the Committee reviewed the performance of our Chief Executive Officer, Executive
Chairman, and Chief Financial Officer, as well as evaluated the performance of our other executive
officers. Although target performance had been exceeded for labor utilization and achieved for days
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sales outstanding, management recommended that no management performance incentive be awarded
to executive officers because threshold performance levels for revenue and net income had not been
achieved. The Committee considered the Company’s performance and accepted management
recommendation not to pay management performance incentive to the executive officers for fiscal year
2007,

Long-Term Equity Incentive Program

The 2002 Amended and Restated Omnibus Stock Incentive Plan (the “Stock Incentive Plan™) is
designed to reward executives and other employees for long-term growth consistent with our
performance and stockholder return. The ultimate value of the long-term equity incentive
compensation awards is dependent upon the actuat performance of our share price over time. These
grants also serve as incentive for future performance by motivating and encouraging employees to
contribute in ways that positively affect the business strategy and goals, ultimately providing a positive
influence on the Company’s share price.

In March 2007, the Committee reviewed alternative equity compensation practices and market
trends in the use of equity compensation and approved an equity compensation methodology for fiscal
year 2007 comprised of stock option grants and performance-based restricted stock awards with the
latter vesting upon the achievement of a specified performance measure during a given period. Key
features of our 2007 equity compensation program include:

* Budgeting the accounting expense for new equity grants to 2% of fiscal year 2007 operating
income, in accordance with GAAP and consistent with the methodology used for fiscal year
2006. However, the accounting expense related to equity compensation is expected to increase
annually, both with respect to awards in prior fiscal years and as a resutt of new equity awards in
subsequent years.

* Mix of 50% stock option and 50% restricted stock award values, with the ability of our Chief
Executive Officer to recommend adjustments to the mix of. grants subject to the overall equity
* expense limitation.

» Stock option and time-vested restricted stock awards have pro-rata vesting over a five year
period. During, fiscal year 2007, no time-vested restricted stock awards were made to executives.
In March 2007, non-management Board members directors received time-vested stock option
and restricted stock awards.

* The Committee also determined that, while it supports time-based vesting as a retention tool, in
2007, it granted restricted stock awards with a performance-based vesting feature. Performance-
based restricted stock awards are intended to comply with Internal Revenue Code
Section 162(m). The 2007 restricted stock award grants to executive officers and other corporate
officers established vesting based upon the company’s achievement of a specified revenue target,
as measured by the aggrepate of the publicly reported revenues of the Company for any four
consecutive completed fiscal quarters ending before January 1, 2013,

Equity compensation was approved by the Committee and issued on March 7, 2007, in the mix of
50% stock option and 50% restricted stock values. In determining equity compensation, the Committee
reviewed the performance of our Chief Executive Officer and Executive Chairman, and the Chief
Executive Officer provided the Committee with his evaluation of the performance of our other
executive officers. The stock option grants and restricted stock awards for our Named Executive
Officers are set forth in the “Option Awards” and “Stock Awards” column of the Summary
Compensation Table on page 28 of this proxy statement. While the Committee continued to believe
that our Executive Chairman was entitled to an award of equity compensation for 2007 performance,
he again withheld his name from consideration for an award. :
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The Committee anticipates that restricted stock and/or stock option awards to our officers will
continue to be a component of executive'compensation and will be reviewed regularly each fiscal year.

Pay Mix—Total Direct Compensation

For 2007, total direct compensation for the named executive officers consisted of the folldwing
three key components: base salary; target management performance incentive; and long-term equity
incentive. The chart below shows the relative proportion of each element (based on target levels):

Information Related to the CEO
Base Salary: $500,000
Target Annual Incentive: $375,000 (75% of base salary)
Long-Term Incentive: $451,378 (90% of base salary)

Fixed vs, Variable Short-Term vs. Long-Term Cash vs. Equity
Fixed 38% Short Term 66% Cash 66%
(Base Salary) {Base Salary + Management (Base Salary + Management
Performance Incentive) Performance Incentive)
Variable 62% Long-Term 34% : Equity-Based 34%

(Management Performance Incentive (LongTerm Equity Incentive)  (Long-Term Equity Incentive)
+ Long-Term Equity Incentive)

Information Related to the Other Named Executive Officers
Base Salary: $314,713 (Average)
Target Annual Incentive: $170,045 (Average (Ranges 50-60% of base salary)
Long-Term Incentive: $204,943 (Average) (65% of base salary) (Average)

Fixed vs. Variable Short-Term vs. Long-Term" Cash vs. Equity
Fixed 46% Short Term 70% Cash 70%
{Base Salary) (Base Salary + Management (Base Salary + Management
Performance Incentive) Performance Incentive)
Variable 54% Long-Term 30% Equity-Based 30%

(Management Performance Incentive (Long-Term Equity Incentive)  (Long-Term Equity Incentive)
+ Long-Term Equity Incentive)

In each case, the amount of the long-term equity incentive is the sum of the (i) fair value of the
restricted stock award made by the Company during 2007 -calculated in accordance with FAS 123R, and
(ii) the fair value of the stock option award made by the Company during 2007 calculated in
accordance with FAS 123R and determined using the Black-Scholes Model. In each case, the model
includes subjective assumptions that, in some cases, can result in materially different fair value
estimates, which are set forth in and discussed in more detail in the footnotes to the financials
statements for the Company contained in its Annual Report on Form 10-K for the fiscal year 2007.
Since Mr. Oleson elected not to receive a restricted stock award or a stock option grant during 2007
and we wished to provide comparable information, the information above for the “Other Named
Executive Officers” excludes Mr. Oleson.

Observations Regarding Mix of Total Direct Compensation

The amount of variable or “at-risk” compensation is higher for the Chief Executive Officer than
the other Named Executive Officers, which is intended to ensure focus on the achievement of
Company financial and other objectives. Each year, the Committee, with input from management and
from the compensation consultants of the Committee and of management, evaluates compensation
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levels for each of the executive officers of the Company. In setting compensation for 2007, the
Committee reviewed total direct compensation for each Named Executive Officer, including a review of
tally sheets that provide the value of (1) each officer’s compensation (including base salary and target
management performance incentive); and (2) restricted stock and stock option awards compared to
comparable executives of its peer group.

Indirect Compensation: Benefits and Perquisites N

Executive officers participate in the employee benefit plans and programs that are generally
available to all SI International employees, with the Company providing these benefits at no additional
cost to the executive. Additionally, SI International’s executive benefit programs and perquisites are
designed to meet the general needs of our executive officers, provide retention value, and serve as a
valuable attractor for experienced senior-level talent. We believe that the programs provided are highly
prevalent at the executive level within the industry, and are necessary to sustain a fully competitive
executive compensation program. The Compensation Committee reviews the perquisites that executives
receive annually. The details of benefits and perquisites provided for our Named Executive Officers are
disclosed in the Summary Compensation Table and associated footnotes on page 28. Additionally,
during 2007, after considering the importance of focusing on the continued -and improved health of its
executives, the Committee approved an annual executive physical program for senior executives.

Tax and Accounting Considerations ) ‘

We select and implement the elements of compensation for their ability to help us achieve the
objectives of our compensation program and not based on any unique or preferential financial tax or
accounting treatment. However, when awarding compensation, the Committee is mindful of the level of
carnings per share dilution that will be caused as a resuit of the compensation expense related to the
Committee’s actions. In addition, Section 162(m) of the Internal Revenue Code provides that public
companies cannot deduct non-performance based compensation paid to certain named executive
officers in excess of $1 million per year. These officers include any employee who, as of the close of
the taxable year, is the principal executive officer, and any employee whose total compensation for the
taxable year is required to be reported to sharecholders under the Securities Exchange Act of 1934 by
reason of such employee being among the three highest compensated officers for that taxable year,
other than the principal executive officer or the principal financial officer. While we have not adopted
a policy requiring that all compensation be deductible and expect that we may pay compensation that is
not deductible when necessary to achieve our compensation objectives, we consider the consequences
of Section 162(m) in doing so. A portion of our future restricted stock awards are intended to be
performance-based grants which are exempt from the deduction limits of Section 162(m). Section 280G
of the Internal Revenue Code also limits the Company’s deduction for so-called “parachute payments”
payable to our executive officers contingent on a change in control of the Company.

4

Other Policies:

.

Employment Agreements and Change-in-Control

We have employment agreements with certain of our executives, including our Named Executive
Officers, which provide for certain post-employment payments and benefits, including in the event of a
change of control. These are discussed in more detail in the “Executive Employment Contracts and
Potential Payments upon Termination or Change-in-Control” section of this Proxy Statement. We
believe providing for these post-employment payments and other benefits is consistent with our overall
compensation philosophy and serves as a valuable tool in retention of our executives.

During 2007, the Committee reviewed the executive employment agreements of the Executive
Chairman, the Chief Executive Officer, and the Chief Financial Officer. As a result of this review, the
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Committee determined that the performance of the Executive Chairman, Chief Exccutive Officer, and
Chief Financial Officer in conjunction with their importance to the achievement of the Company’s
performance objectives, warranted that their executive employment agreements be amended to provide
adequate incentives for each of them to remain with the Company throughout the execution of our
strategic plan These actions were reviewed by the Committee and its compensation consultant, and
approved in June 2007. Therefore, the Committee approved among other things, (i) increasing the
amount of severance payments to the designated executive in the event of a termination or change-in-
control to two (2) times the executive’s annual base salary and maximum target bonus for the
then-current fiscal year, (i) providing for a tax gross-up provision with respect to compensation
exceeding the limit for each of our executives, including our named executive officers, established by
Section 280G of the Internal Revenue Code to ensure that the increased amount is equal to the
amount that the executive would have received in the absence of Section 280G, (iii) providing for a
continuation of coverage for certain benefits for a period of twenty-four months post-termination, and
(iv) modifying the agreements to reflect the new regulations 1mplemcnt1ng Sectlon 40SA of the Internal
Revenue Code with respect to certain defined terms, such as “good reason,” the ablllty of the executive
to elect-to receive severance.over time versus lump sum payment and the timing of the lump sum
payment. The changes in the agreements for the Executive Chairman, Chief Executive Officer, and
Chief Financial Officer are set forth below:.

mEM " PREVIOUS PROVISIONS ' NEW PROVISIONS
COMPONENTS OF —DBase Salary. - —Base Salary.
SEVERANCE —Pro rata portion of bonus that —Maximum target bonus for the
would have been earned for the then-current fiscal year.

then-current fiscal year under
performance bonus plan.

SEVERANCE MULTIPLIER  Ix Base Salary. . " 2r Base Salary plus 2x target bonus.

CONTINUING BENEFITS —1Life, disability, accident and health —Life, disability, accident and health
benefits continuation (12 months). benefits continuation (24 months).

SECTION 280G PAYMENT  No provision is included in the If the payments and benefits to the
executive agreement executive would be “parachute

payments” that trigger a

Section 280G excise tax, then the
amount of the payments would be
increased such that the amount
received by the executive after
deduction of the Section 280G excise
tax and any applicable federal, state,
and local taxes (including excise tax)
on the increased amount is equal to
the amount that the executive would
have received in the absence of
Section 280G.

PROVISIONS AFFECTED BY Certain provisions of the agreement
INTERNAL REVENUE have been modified to reflect the
CODE SECTION 409A : new Section 409A. Regulations

including the definition of Good
Reason, the ability of the executive
to elect to receive severance over
time vs. lump sum payment and the
timing of the lump sum payment.
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Timing of Award Grants

SI International does not time, and has never timed, the grant of stock options in coordination
with the release of material non-public information and has never back-dated any awards of stock
options. We expect that annual awards to executive officers will be made at a regularly scheduted
Committee meeting in the first fiscal quarter of each fiscal year occurring during an open trading
‘period for our stock. For corporate and accounting measurement purposes, the date of grant of an
award to our executive officers under the Stock Incentive Plan is the date the Committee approves the
award. In addition, the fair market value for an award is established as the closing price of the stock on
the date of grant. ‘

Delegation of Authority

Although our Chief Executive Officer may recommend to the Committee awards to our executive
officers, the Committee is authorized to approve the grant of all awards, including to our executive
officers, under the Stock Incentive Plan. The Chief Executive Officer is authorized by the Board of
Directors to approve the issuance of stock and stock option grants for up to 10,000 shares under our
Stock Incentive Plan to employees who are not executive officers of the Company or direct reports to
the Chief Executive Officer. In addition, while we have retained a third party service provider to
administer the day-to-day activities of the Stock Incentive Plan, the provider does not determine the
recipient of awards, the amount of the awards granted to a pafticipant, or any other terms of the
awards (such as the exercise price of stock options).

Stock Ownership/Retention Guidelines

The Board believes that the number of shares of our stock owned by individual members of
management is a personal decision, and encourages stock ownership.
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REPORT OF THE COMPENSATION COMMITTEE

Nonwithstanding anything to the contrary set forth in any of the Company’s previous filings under. the
Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, that incorporate
future filings, including this Proxy Statement, in whole or in part, and the Report of the Compensation
Committee, which follows hereafter, shall not be incorporated by reference into any such filings.

We have reviewed and discussed the foregoing Compensation Discussion and Analysis with
management. Based on our review and discussion with management, we have recommended to the
Board of Directors that the Compensation Discussion and Analysis be included in this proxy statement
and the Company’s Annual Report on Form 10-K for the fiscal year ended December 29, 2007.

RESPECTFULLY SUBMITTED BY THE
COMPENSATION COMMITTEE OF THE
BOARD OF DIRECTORS

/s EDWARD H. SPROAT

Edward H. Sproat, Chairman

/s{ JAMES E. CRAWFORD, II1

James E. Crawford, 111

fs/ DENNIS J. REIMER

Dennis J. Reimer, Member

/s/ JOHN P. STENBIT

John P. Stenbit, Member

Dated: March 7, 2008
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EXECUTIVE COMPENSATION

The foliowing table sets forth information concerning the compensation of the Chief Executive
Officer, the Chief Financial Officer and our other three most highly compensated executive officers
who served as executive officers at fiscal year-end 2007 (the “Named Executive Officers”):

Summary Compensation Table

Change in
Pension
Value and *
Non-Equity Nonqualified
Incentive Deferred
Stock Option Plan Compensation All Cther
Salary Bobus  Awards  Awards  Compensation Earnings Compensation Total
Name and Principal Position  Year % %) 3] $) (4) %) {$) (5)
(a} b (c) (d} (e} o (g (h} {i) i)

S. Bradford Antle . ... .. 2007 $465,378 — $49,040 $52,418 - —_ $37,580 $604,417
President & Chief 2006 452,708 — 9,104 19,258 213,850 — 50,498 745,417
Executive Officer
(Principal Executive
Officer)(1)

Thomas E. Dunn . .. ... 2007 369,961 — 29,815 40,635 — — 17,465 457,876
EVP, Chief Financial 2006 353,424 — 5853 15406 166,530 — 21,189 562,132
Officer & Treas.

(Principal Financial
Officer)(2)

Ray J. Olesen. . ... .. .. 2007 335,029 — — — — — 21,707 356,736
Executive Chairman(3) 2006 329,085 — — —_ 150,150 —_ 31,343 510,578

Harry D. Gatanas . . .. .. 2007 274,646 — 17,880 16,361 —_— — 20,570 329,457
EVE Strategic Programs 2006 260,932 — 3,902 7,153 121,713 — 18,114 411,814
Group(4)

Lesiee Beliuchie . ... ... 2007 254,036 — 16,610 26,398 —_ —_ 18,244 315,289
EVP & Chief Marketing 2006 67,611 30,000 2,63 15,345 47,775 — 5,877 119,285
Officer(5)

Column (d). The amounts listed in this column represent bonuses paid outside of a management incentive plan arrangement,
such as an executive signing bonus.

Column (e). Amounts in this column represent the expense amount recognized by the Company for fiscal year 2007 calculated in
accordance with FAS 123R. The Company’s calculation of the expense amount for FAS 123R purposes is based upon a model
that includes subjective assumptions, which are set forth in and discussed in more detail in the footnotes to the financials
statements for the Company contained in its Annual Report on Form 10-K for fiscal year 2007. The awards for which expense is
shown in this table include the awards described in the Grants of Plan-Based Awards Table below as well as awards made in
2006,

Column (f). Amounts in this column represent the expense amount recognized by the Company for fiscal year 2007 calculated in
accordance with FAS 123R, The amount was determined using the Black-Scholes Model, This model was developed to estimate
the fair value of trade options, and changes to the subjective assumptions used in the model can result in materially different fair
value estimates. As noted above, the assumptions are set forth in the financial statement footnotes to the Company’s Annual
Report on Form 10-K for fiscal year 2007. The awards for which expense is shown in this table include the awards described in
the Grants of Plan-Based Awards Table below as well as awards made in 2006.

Column (g). Executive officers are eligible for non-equity incentive compensation in the form of cash bonuses that are based
upon achievement of Company, position and/or individual objectives in accordance with our Management Performance Incentive
Plan. Cash bonuses under the Management Performance Incentive Plan are accrued in the fiscal year earned and paid in the
following fiscal year. The amounts identified in this column were paid in February 2007 for fiscal year 2006 performance. For a
detailed description of our Management Performance Incentive Plan, see “Compensation Discussion and Analysis.”

Column (h). The Company Non-Qualified Deferred Compensation: Plan provides returns that match the returns on the funds in
which the deferred amounts are invested and therefore, the Company does not believe that any portion of the return is deemed
above market or preferential in nature.
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Column (i). See the numbered footnotes below for the details related to other compensation for each named executive officer.

1)

@

&)

(4)

(3)

For fiscal year 2007, includes approximately $14,459 in aggregate payments on an automobile lease and related expenses,
approximately $5,958 in aggregated payments by the Company for club memberships, approximately $7,751 in aggregate
payments by the Company in the form of matching contributions to Mr. Antle’s 401(k) account, and approximately $9,412
in aggregate premiums representing coverage for life, medical, and other health benefits for Mr. Antle, which is based upon
the premiums for such coverage that would have been paid by other employees of the Company for the same coverage. For
fiscal year 2006, includes approximately $23,131 in aggregate payments on an automobile lease and related expenses,
approximately $4,752 in aggregated payments by the Company for club memberships, approximately $1,650 in the form of a
stipend paid by the Company for financial planning services, approximately $10,462 in aggregate payments by the Company
in the form of matching contributions to Mr. Antle’s 401(k) account, and approximately $9,620 in aggregate premiums
representing coverage for life, medical, and other health benefits for Mr. Antle, which is based upon the premiums for such
coverage that would have been paid by other employees of the Company for the same coverage.

For fiscal year 2007, includes approximately $2,150 in the form of a stipend paid by the Company for financial planning
services, approximately $6,987 in aggregate payments by the Company in the form of matching contributions to Mr, Dunn’s
401(k) account, and approximately $1,550 in aggregated payments by the Company for club memberships, approximately
$5,928 in aggregate premiums representing coverage for life, medical, and other health benefits for Mr. Dunn, which is
based upon the premiums for such coverage that would have been paid by other employees of the Company for the same
coverage. For fiscal year 2006, includes approximately $4,710, in aggregate payments on an automobile lease and related
expenses, approximately $1,000 in the form of a stipend paid by the Company for financial planning sarvices, approximately
$9,395 in aggregate payments by the Company in the form of matching contributions to Mr. Dunn’s 401(k} account, and
approximately $6,084 in aggregate premiums representing coverage for life, medical, and other health benefits for

Mtr. Dunn, which is based upon the premiums for such coverage that would have been paid by other employees of the
Company for the same coverage.

For fiscal year 2007, includes approximately $5,787, in aggregate payments on an automobile lease and related expenses,
approximately $2,320 in aggregated payments by the Company for club memberships, approximately $5,000 in the form of a
stipend paid by the Company for financial planning services, and approximately $5,928 in aggregate premiums representing
coverage for life, medical, and other health benefits for Mr. Oleson, which is based upon the premiums for such coverage
that would have been paid by other employees of the Company for the same coverage. For fiscal year 2006, includes
approximately $15,652, in aggregate payments on an automobile lease and related expenses, approximately $2,147 in
aggregated payments by the Company for club memberships, approximately $5,000 in the form of a stipend paid by the
Company for financial planning services, approximately $3,500 in aggregate payments by the Company in the form of
matching contributions to Mr. Oleson’s 401(k) account, and approximately $5,044 in aggregate premiums representing
coverage for life, medical, and other health benefits for Mr. Oleson, which is based upon the premiums for such coverage
that would have been paid by other employees of the Company for the same coverage.

For fiscal year 2007, includes approximately $13,210, in aggregate payments on an automobile lease and related expenses,
approximately $2,441 in aggregated payments by the Company for club memberships, and approximately $1,312 in aggregate
premiums representing coverage for life, medical, and other health benefits for Mr. Gatanas, which is based upon the
premiums for such coverage that would have been paid by other employees of the Company for the same coverage. For
fiscal year 2006, includes approximately $14,124, in aggregate payments on an automobile lease and related expenses,
approximately $2,560 in aggregated payments by the Company for club memberships, and approximately $1,430 in aggregate
premiums representing coverage for life, medical, and other health benefits for Mr. Gatanas, which is based upon the
premivms for such coverage that would have been paid by other employees of the Company for the same coverage.

Ms. Belluchie commenced employment with the Company in September 2006, For fiscal year 2007, includes approximately
$3,765, in aggregate payments on an automobile lease and related expenses, approximately $2,838 in aggregated payments
by the Company for club memberships, approximately $4,872 in aggregate payments by the Company in the form of
maiching contributions to Ms. Belluchie's 401(k) account and approximately $3,354 in aggregate premiums representing
coverage for life, medical, and other health benefits for Ms, Belluchie, which is based upon the premiums for such coverage
that would have been paid by other employees of the Company for the same coverage. For fiscal year 2006, includes
approximately $1,433, in aggregate payments on an automobile lease and related expenses, and approximately $1,472 in
aggregate payments by the Company in the form of matching contributions to Ms. Belluchie’s 401(k) account.
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Option Exercises and Stock Vested

The foliowing table sets forth information concerning stock options exercised by the Named
Executive Officers and vesting of stock awards to the Named Executive Officers during fiscal year 2007:

" Option Awards Stock Awards
Number of Number of
Shares Shares
Acquired Value Realized Acquired Value Realized

on Exercise on Exercise on Vesting on Vesting

Name {#) (%) (W) $)

(a) (b) (c) (d) - {e)
S.Bradford Antle . . . ...................... — 700 $19,810
Thomas E.Dunn .................cc.c.... — 450 $12,735
RayJ.Oleson (1) ... ... .. i 20,000 $660,071 — —
Harry D. Gatanas . . . ... ... ... — - 300 $ 8,490
Leslee H. Belluchie ............. ... ... .. — — 300 $ 8,577

(1) This amount reflects the aggregate value of the shares acquired on exercise. The net value received
by Mr. Oleson, after accounting for the portion of the value attributable to the exercise price paid
by him, was $380,123.

(e) Value in this column has been determined based upon the closing market price of the Company’s
stock either on, or on the first business day falling immediately after, the date of vesting. '

The Company does not have, and the Named Executive Officers do not participate in, any pension
plans.
Non-Qualified Deferred Compensation

The following table sets forth information concerning deferrals of compensation to any non-tax
qualified defined contribution or other plan by the Named Executive Officers during fiscal year 2007:

Executive Registrant Aggregate Agpregate Aggregate
Contributions  Contributions Earnings Withdrawals/ Balance
in Last FY in Last FY in Last FY Distributions  at Last FYE
Name %) ($) (%) . (%) (8
(a) (b) (c) (d) (e) (N
S. Bradford Antle ............. $13,000 $ — $ 5,595 $ — $ 95,912
Thomas E.Dunn.............. —_— —_ . 29416 . — 372,163
RayJ.Oleson ................ ! — — 71,869 —_ 553,991

Harry D. Gatanas ............. — — - — _
Leslee H. Belluchie .. .......... _— — — — —

Named Executive Officers participating in the Company’s Non-Qualified Deferred Compensation
Plan are entitled to defer compensation, including base salary, bonus, and amounts received under our
Management Performance Incentive Plan. With respect to amounts deferred under the plan after
December 31, 2004, Named Executive Officers participating in the plan are not entitled to receive a
distribution from the plan earlier than six (6) months following the severance from service to the
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Company. Named Executive Officers participating in the plan may withdraw money from their
individual account under certain conditions, including the following:

-

Interim Distributions—A Named Executive Officer can sign a compensation deferral agreement
designating a date in the future for receipt of money in their individual account, which date can
be 5, 7, or 10 vears from the end of the taxable year to which the deferral election applies.

Unforeseeable Emergency—In the case of an unforeseeable financial emergency, as determined
in the sole discretion of the plan administrator, the administrator may pay amounts from an
individual’s account determined to be necessary to satisfy the emergency.

Election to Receive—A Named Executive Officer can make an elective withdrawal for amounts
deferred prior to January 1, 2005 subject to a withdrawal penalty and further subject to
non-participation in the plan for the remainder of that taxable year.

Plar Termination—In the event of plan termination, a Named Executive Officer may receive a
lump sum distribution from his or her individual account.

Change-in-Control—A Named Executive Officer may receive a lump sum distribution in the
event of a change-in-control, as defined by the plan.

Column (b)}—The contributions reflected in this column for each Named Executive Officer are
included in the “Salary” column of the Summary Compensation Table. The Company Nen-Qualified
Deferred Compensation Plan provides returns that match the returns on the funds in which the
deferred amounts are invested and therefore, the Company does not believe that any portion of the
return is deemed above market or preferential in nature.

Il
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information about the securities authorized for issuance under S7
International’s equity compensation plans as of December 29, 2007:

Number of securities
remaining available for
future issuance under equity
compensation plans

Number of securities (excluding securities to be
to be issued upon exercise Weighted-average exercise issued upon exercise of
of outstanding options, price of outstanding outstanding options,
Plan category warrants and rights(*) options, warrants and rights warrants and rights)

Equity compensation plans
approved by security
holders . .......... L 1,575,913 $23.00 589,141
Equity compensation plans
not approved by security
holders............... _ N/A N/A N/A
Total............... 1,575,913 589,141

*  The number of shares of our common stock reserved for issuance under the Stock Incentive Plan as of

December 29, 2007 was 2,920,000.

Executive Employment Contracts and Potential Payments upon Termination or Change-in-Control

S. Bradford Antle, Ray J. Oleson, Thomas E. Dunn, Leslee Gault Belluchie, and Harry D.
Gatanas are collectively referred to herein as the “Executives” and each, an “Executive.” In July 2002,
we entered into Executive Employment Agreements with Messrs. Antle, Oleson, and Dunn, which were
further modified in June 2007, as discussed more fully in “Compensation Discussion and Analysis—
Other Policies—Employment Agreements and Change-in-Control.” In November 2005, we entered into
an Executive Employment Agreement with Harry D. Gatanas. In September 2006, we entered into an
Executive Employment Agreement with Leslee Gault Belluchie.

In each case, the Compensation Committee has concluded that the Executive Employment
Agreements with the Executives are important in order to align Executive and shareholder interests
under certain unusual conditions, as well as useful and in some cases necessary in order to attract and
retain senior executive talent. The Executive Employment Agreements with each of the Executives
include “change of control” and “termination” provisions that are designed to become effective only in
the event of a change-in-control or other termination event. Under change of control circumstances, for
example, it can be extremely important to secure the dedicated attention of executive officers whose
personal positions are at risk and who may have other opportunities readily available to them. By
establishing compensation and benefits payable under various merger and acquisition scenarios, change
of control provisions enable the Executive to set aside personal financial and career objectives and
focus on maximizing shareholder value, Moreover, these provisions help to minimize distractions such
as the Executive’s concern about what may happen to his or her position, and assist in maintaining the
Executive’s objective focus in analyzing opportunities that may arise. Furthermore, change of control
provisions are intended to ensure the continuity of a leadership team at a time when business
continuity is of paramount concern. Without change of control provisions enabling Executives to focus
on important Company objectives within important time constraints, the Company may have a greater
risk of losing key Executives in times of uncertainty.

The Compensation Committee considered the payment and benefit levels in the Executive
Employment Agreements, when approved, and considered such provisions to be generally consistent
with those entered into by comparable companies, to be market competitive, and to reflect the
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consolidating nature of the Government services industry. The material terms of the Executive
Employment Agreements are described in more detail below.

Pursuant to the terms of these agreements, each Executive’s Ifamployment extends until July 1 and
is automatically extended for additional one-year terms unless the Company or the Executive provides
written notice that such party does not wish to extend the term of the Agreement no later than ninety
(90) calendar days prior to the end of such term. Each agreement contains severance provisions that
provide for payment to the Executive upon the occurrence of certain events, including death or
disability, termination by the Company without “cause” or by the Executive for “Constructive
Termination” (including without limitation in the event of a “Change of Control”), and termination
upon the non-renewal of the employment agreement. In the event the Exetutive is terminated by the
Company for “cause” or the Executive terminates the agreement without “Constructive Termination,”
the Executive is entitled to his or her accrued salary and benefits prior to the date of termination.

The agreement also contains severance provisions that call for payment to the Executive of the
following amounts in the event that (i) he or she is terminated without “cause,” (ii) he or she resigns
for “Constructive Termination,” (iii) he or she dies or becomes disabled, or (iv) his or her employment
agreement terminates at the end of its term because the Company provides notlce prior to the end of
the term that it does not intend to extend the agreement:

s accrued and unpaid salary through the date of termination;

* a cash payment equal to 100% of his or her annual salary in effect immediately prior to the
termination {a cash payment equal to 200% base salary in the case of Messrs. Antle, Oleson,
and Dunn to be paid out over a specified period of time);

* a cash payment equal to 100% of the performance-based bonus which was earned (but has not
yet received) by the Executive for the fiscal year preceding the termination and a pro-rata
bonus, o the date of termination, for any performance-based bonus that the Executive would
have earned for the fiscal year in which the termination occurs; and, lieu of the foregoing with
respect to Messrs. Antle, Oleson and Dunn, a cash payment to be paid out over a specified
period of time equal to 200% of the Executive’s target performance-based bonus;

* 1o the extent that any severance payment made to Messrs. Antle, Oleson or Dunn is subject to
excise tax imposed by Section 4999 of the Internal Revenue Code or any interest or penalties
are incurred by such Executive with respect to such excise tax, the Executive is entitled to
receive an additional payment in an amount such that after payment by the Executive of all
taxes (lncludmg any interest or penalties imposed with respect to such taxes), including, without
limitation, any income taxes (and any interest and penalties imposed with respect thereto) and
excise tax imposed upon the additional payment, the Executwe retains the full amount of the
additional payment.

* for a period of one year after termination (24 months in the case of Messrs. Antle, Oleson, and
Dunn), the Company shall administer and pay for the Executive’s life, disability, accident and
health insurance benefits substantially similar to those which the Executive received prior to the
Termination; and

* in the event of such a termination within one year (24 months in the case of Messrs. Antle,
Oleson, and Dunn) of the date of a definitive agreement for a “change of control” that is
subsequently consummated, full vesting of the Executive’s stock and stock option awards that
have not yet become vested.

“Cause” is defined in each Executive’s agreement as:

* A good faith finding by the Board or the Chief Executive Officer that the executive officer
(w) has been convicted of a felony, (x) has been convicted of a misdemeanor (excluding traffic
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violations) to the extent such conviction could reasonably be considered to compromise our best
interests or render the executive officer unfit or unable to perform his or her services and duties
hereunder, (y) has committed any other act or omission involving dishonesty, disloyalty or fraud
with respect to us or our customers or suppliers, or (z) has committed an act involving unlawful
or disreputable conduct in the context of the executive officer’s employment which is likely to be
harmful to us or our reputation;

* The continued failure by the executive officer to perform his or her duties in all material
respects or a material breach for the Company or any of its Subsidiaries continuing for a period
of 45 days following a demand for such performance by the Board or the Chief Executive
Officer or a material breach by the Executive of his or her obligations under this Agreement
continuing uncured (if curable) for a period of 45 days following notice from the Board or the
Chief Executive Officer (other than any such failure or breach resulting from the Executive
incapacity due to physical or mental illness), which demand shall identify in reasonable detail the
manner that the Executive has not performed his or her duties or has breached his or her
obligations (as applicable) and give the Executive an opportunity to respond; or

* A good faith finding by the Board or the Chief Executive Officer that the Executive engaged in
(x) misconduct materially injurious to us or our reputation or (ii) gross negligence or willful
misconduct which has a material adverse effect on us.

“Change of Control” is defined in each Executive’s agreement as having been deemed to occur if:

* there shall be consummated (x) any consolidation or merger of the Company in which the
Company is not the continuing or surviving corporation or pursuant to which shares of the
Company’s Common Stock would be converted into cash, securities or other property, other
than a merger of the Company in which the holders of the Company’s Common Stock
immediately prior to the merger hold more than fifty percent (50%) of the voting power of the
surviving corporation immediately after the merger, or (y) any sale, lease, exchange or other
transfer (in one transaction or a series of related transactions) of all, or substantially all, of the
assets of the Company, or

* the stockholders of the Company shall approve any plan or proposal for liquidation or
dissolution of the Company, or

* any person (as such term is used in Section 13(d) and 14(d)(2) of the Securities Exchange Act of
1934, as amended (the “Exchange Act”)) who, on the date of this Agreement, does not own five
percent (5%) or more of the Company’s outstanding Common Stock on a fully-diluted basis (a
“5% Owner”) and is not controlling, controlled by or under common control with any such 5%
Owner, shall become the beneficial owner (within the meaning of Rule 13d-3 under the
Exchange Act) of fifty percent (50%) or more of the Company’s outstanding Common Stock
other than pursuant to a plan or arrangement entered into by such person and the Company, or

+ within any twenty-four (24) month period, the following individuals cease for any reason to
constitute a majority of the number of directors then serving on the Board: individuals who, on
the date hereof, constitute the Board and any new director (other than a director whose initial
assumption of office is in connection with an actval or threatened election contest, including but
not limited to a consent solicitation relating to the election of directors of the Company) whose
appointment or election by the Board or nomination for election by the Company’s shareholders
was approved or recommended by a vote of at least two-thirds (%) of the directors then still in
office who either were directors on the date hereof or whose appointment, election or
nomination for election was previously so approved or recommended.

“Constructive Termination” is defined in each Executive’s agreement as the occurrence, without the
Execcutive’s written consent, of any of the following circumstances unless such circumstances are fully
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corrected prior to the Date of Termination specified in the Notice of Termination given in respect
thereof:

* The relocation of the Executive’s principal place of employment to a location outside of the
Washington, D.C. metropolitan area or the Company’s requiring the Executive to be based
anywhere other than such principal place of employment (or permitted relocation thereof)
except for required travel on the Company’s business to an extent substantially consistent with
the Executive’s present business travel obligations; or

* The failure by the Company to pay to the Executive any portion of the Executive’s then Base
Salary or allocated bonus, incentive or other form of compensation or to pay to the Executive
any portion of an installment of deferred compensation under any deferred compensation
program of the Company, within seven (7) days of the date such compensation is due; or

* A material breach of this Agreement by the Company.

The Executive’s right to terminate the Executive’s employment as a result of Constructive Termination
shall not be affected by the Executive’s incapacity duc to physical or mental illness. The Executive’s
right to terminate the Executive’s employment as a result of a Constructive Termination must be
exercised within twenty (20) days after the Executive becomes aware of the occurrence of any
circumstance constituting Constructive Termination hereunder. .

The amount of compensation payable to each Named Executive Officer upon any termination is
shown below. All estimates are based on an assumed termination date of December 29, 2007. The
actual payments due on terminations occurring on different dates could materially dlffer from the
estimates in the table.

Termination by the Company without Cause;
Termination by Executive based upon Constructive Termination;
Termination in the event of Death or Disability;
Termination upon Expiration of the Employment Agreement due to Company Election Not to Extend

Severance Early Vesting of

Amount Stock Awards Other " Total
Name (1) 2) - (3) 4)
S. Bradford Antle . ... ..oooeree $1750,000 347,648  $831,038 $2,028.686
Thomas E. DUn .« «« v eeeeeeeeeee 1218,048 211,848 25,425 1,455,321
Ray J. OIeSON « . v oo 1,225,000 — 25425 1,250,425
Harry D. Gatanas .. .. ....ooovvvnroenen... 446250 127,652 3367 577269
Leslee H. Belluchie . . .« vvooeeeenenn. ., 399000 127,652 7840 ,534,492

(1) Represents a cash payment of 100% of base salary payable to the Executive (200% of base salary
in the case of Messrs. Antle, Oleson and Dunn). Also represents 100% of the bonus that would
have been earned by the Executive as of such date, the latter of which was based upon the
Company’s actual bonus payment for performance for fiscal year 2007; and, in lieu of the
foregoing with respect to the case of Messrs. Antle, Oleson and Dunn, a cash payment equal to
200% of the Executive’s target performance-based bonus with no payment for the performance-
based bonus earned (but not yet received) for the fiscal year preceding the termination.

(2) Represents the value of the stock and stock option awards held by the Executive and unvested as
of December 29, 2007. In the case of stock awards, the value of the unvested awards is the number
of unvested shares multiplied by the closing-market price of the Company’s stock on December 29,

37




()

4)

2007. In the event of stock option awards, the value of the unvested awards is the number of
unvested shares multiplied by the difference between the closing market price of the Company’s
stock on December 29, 2007 and the exercise price for each such option award. The amounts in
this column apply and would be received by the Executive if the termination occurs within one
year (24 months in the case of Messrs. Antle, Oleson and Dunn) following the execution of a
definitive agreement for a Change of Control, which transaction is subsequently consummated. For
purposes of this table, we have assumed that in the event the stock price as of December 29, 2007
is higher than the stock option exercise price, the executive would choose not to exercise the stock
option; and that, as a result, the negative value of such calculation would be included.

Represents coverage provided by the Company for life, disability, accident and health insurance
benefits substantially similar to those which the Executive received as of December 29, 2007, and
the amounts represent the ¢stimated cost that would be incurred by the Company for providing
such coverage. In addition, the amounts in this column include reimbursement to Messrs. Antle,
Dunn, and Oleson for all applicable taxes that such Executive would otherwise owe under
Section 4999 of the Code because the change of control payments result in him recognizing
income which constitutes an “excess parachute payment” within the meaning of Section 280G of
the Code.

Represents the maximum amount that the Executive can receive, including in the event the
Executive is entitled to full vesting of his or her stock and stock option awards in the event of a
termination occurring within one year (24 months in the case of Messrs. Antle, Oleson and Dunn)
following the execution of a definitive agréement for a Change of Control, which transaction is
subsequently consummated.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

In December 2006, the Company adopted a new policy regarding review of related party
transactions. The written policy requires disclosure and review of any transactions or proposed
transactions that involve any Director, nominee for Director, executive officer, or holder of more than
five percent of any class of Company securities, by the individual or his or her immediate family
members. Prior to entering into any such transaction (including any transactions that may be subject to
the provisions of Item 404 of Regulation S-K under the Exchange Act), the proposed transaction shall
be disclosed to the Audit Committee. The materiality of any interest is to be determined on_the basis
of the significance to the Company and to stockholders in light of all the circumstances of the
particular case. The importance of the interest to the person having the interest, the relationship of the
parties to the transaction with each other and the amount involved in the transaction are among the
factors to be considered in determining the significance of the transactions. After reviewing all the
material facts as to such person’s relationship or interest in the transaction, the Audit Committee may
in good faith authorize the transaction by the affirmative vote of a majority of the disinterested
directors serving on the Audit Committee.

Ms. Baginski, a director of the Company, is also an executive officer of Sparta, Inc. Sparta is a
potential subcontractor to the Company on a recent contract award. The Company anticipates that it
will enter into a subcontract agreement with Sparta pursuant to which Sparta would receive payments
for work performed on the customer’s program, which management believes will not exceed $1 million
per year and which is more likely to be significantly less than that amount. Under the proposed
arrangement, Ms. Baginski would not receive any amounts directly from the Company, and she has
advised the Company that she will not receive any direct or indirect compensation from Sparta as a
result of the proposed subcontracting relationship with the Company. Management expects that the
proposed subcontracting relationship will be consistent with its subcontracting practices for other
subcontractors on the program. In February 2008, the Audit Committee reviewed and approved the
proposed contractual arrangement between Sparta and the Company.

The Company has entered into indemnity agreements with certain of its executive officers and
each of its Directors, which provide, among other things, that the Company will indemnify such officer
or Director, under the circumstances and to the extent provided for therein, for expenses, damages,
judgments, fines and settlements he or she may be required to pay in actions or proceedings to which
he or she is or may be made a party by reason of his or her position as a Director or executive officer
of the Company, and otherwise to the fullest extent permitted under Delaware law and the Company’s
Bylaws. These agreements are in addition to the indemnification provided to the Company’s officers
under its Bylaws in accordance with Delaware law.
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REPORT OF THE AUDIT COMMITTEE

The following report of the Audit Committee shall not be deemed to be “soliciting material” or to be ‘filed”
with the Securities and Exchange Commission, nor shall it be incorporated by reference into any filing by SI
International under the Securities Act or the Exchange Act.

Duties, Powers and Responsibilities.  All four of the Audit Committee members are independent and
financially literate, as defined by the charter of the Audit Committee, the applicable Securities and Exchange
Commission rules, and the listing standards of the NASDAQ Stock Market. In accordance with a written
charter adopted by the Board, the Audit Committee assists the Board in fulfilling its responsibility for
overseeing the quality and integrity of ST International’s financial reporting processes. A current copy of the
Audit Committee Charter is available at the “Investor” section of the Company’s website located at
www.si-intl.com and in print, free of charge, to any stockholder who requests it. Management is responsible
for the Company’s internal control over financial reporting and the financial reporting process. The
Company’s independent registered public accounting firm is responsible for performing an independent audit
of the Company’s consolidated financial statements in accordance with accounting principles generally
accepted in the United States, issuing a report on those consolidated financial statements, and issuing an
attestation report on management’s assessment of the Company’s internal control over financial reporting,
The Audit Committee is responsible for monitoring and overseeing these processes. The Audit Committee
met six times during fiscal year 2007,

Review and Discussions with Management and Independent Registered Public Accounting Firm. In
fulfilling its responsibilities set forth in the Audit Committee Charter, the Committee has accomplished the
following:

1. It has reviewed and discussed the audited financial statements for fiscal year 2007 with
management,

2. It has discussed with its independent accountants, Ernst & Young LLP, the matters required to be
discussed by Statements on Auditing Standards (SAS) 61 (Codification of Statements on
Accounting Standards), as amended through March 6, 2008, which includes, among other items,
matters related to the conduct of the audit of our financial statements.

3. It has received the written disclosures and the letter from Emnst & Young LLP required by
Independence Standards Board’s Standard No. 1 (Independence Discussions with Audit
Committee), as amended through March 6, 2008, which relates to the accountant’s independence
from us and our related entities.

4, It has discussed with Ernst & Young LLP their independence from us under Independence
Standards Board’s Standard No. 1 (Independence Discussions with Audit Committee).

Conclusion. Based on the review and discussions referred to above, the Audit Committee
recommended to the Board that the audited financial statements be included in our Annual Report on
Form 10-K for the fiscal year ended December 29, 2007 for filing with the Securities and Exchange
Commission.

RESPECTFULLY SUBMITTED BY THE
AUDIT COMMITTEE OF THE BOARD OF DIRECTORS,

/s CHARLES A. BOWSHER

Charles A. Bowsher, Chairman

/s/ MAUREEN A. BAGINSKI

Maureen A. Baginski, Member

/s/ GENERAL R. THOMAS MARSH

General R. Thomas Marsh (USAF, Retired), Member

s/ EDWARD H. SPROAT

Edward H. Sproat, Member

Dated: March 7, 2008
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RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

(PROPOSAL 2)
Independent Registered Public Accounting Firm For 2008

The Audit Committee of the Board of Directors has selected the firm of Ernst & Young LLP as SI
International’s independent registered public accounting firm for the current fiscal year. Ernst &
Young LLP has served as SI International’s independent registered public accounting firm since
May 30, 2002. Stockholder ratification of the Board of Directors’ selection of Ernst & Young LLP as
the Company’s independent registered public accounting firm is not required by law, by the Company’s
bylaws or otherwise. However, the Company is submitting the selection of Ernst & Young LLP to the
stockholders for ratification as a matter of good corporate practice. If the stockholders do not ratify the
selection, the Audit Committee will reconsider whether or not to retain Ernst & Young LLP. In such
event, the Audit Committee may retain Ernst & Young LLP, notwithstanding the fact that the
stockholders did not ratify the selection, or select another nationally recognized accounting firm without
re-submitting the matter to the stockholders. Even if the selection is ratified, the Audit Committee
reserves the right in its discretion to select a different nationally recognized accounting firm at any time
during the year if it determines that such a change would be in the best interests of the Company and
its stockholders.

Representatives of Ernst & Young LLP are expected to be present at the Annual Meeting and will
have the opportunity to make a statement if they desire to do so and will also be available to respond
to appropriate questions from stockholders.

If a quorum is present and no stockholder has exercised cumulative voting rights, the appointment
of the registered independent public accounting firm will be ratified by a majority of the voting power
of the outstanding shares present in person or represented by proxy at the meeting and entitled to vote
on the ratification of the appointment of the registered independent public accounting firm.
Abstentions and broker non-votes have no effect on the vote.

Fees Paid to Independent Registered Public Accounting Firm

The following table presents fees for audit services rendered by Ernst & Young LLP for the audit
of the Company’s annual financial statements for fiscal years 2007 and 2006, and fees billed for other
services rendered by Ernst & Young LLP during those periods.

EEE Fiscal Year 2007  Fiscal Year 2006
Audit Fees(1) . .. ... . e e $797,320 $847,710
Audit-Related Fees(2). . ... ... .. . . 140,662 406,236
Tax Fees(3) ... e 100,000 110,578
AllOther Fees(d) . . .. .. .. i i — 10,319

(1) Audit Fees—These are fees for professional services rendered by Ernst & Young LLP in
connection with the audit of the Company’s financial statements and management’s assessment of
the effectiveness of internal control over financial reporting, including review of financial
statements included in the Company’s Form 10-Q filings, and services that are normally provided
in connection with statutory and regulatory filings or engagemeants, such as Form 8-K filings.

(2) Audit-Related Fees—These are fees for assurance and related services performed by Ernst &
Young LLP that are reasonably related to the performance of the audit or review of the
Company’s financial statements. This includes: employee benefit plan audits; due diligence in
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connection with potential mergers and acquisitions; consulting on financial accounting/reporting
‘standards, and attest services not required by statute or regulation.

(3) Tax Fees—These are fees for professional services performed by Ernst & Young LLP with respect
to tax compliance, tax advice and tax planning. This includes: preparation of original and amended
tax returns for the Company and its consolidated subsidiaries; refund claims; payment planning; tax
audit assistance; and tax work stemming from “Audit-Related” items.

(4) All Other Fees—These are fees for other permissible work performed by Ernst & Young LLP that
does not meet the above category descriptions. For fiscal 2006, this included fees for training of
accounting staff.

Audit, Audit-Related and Non-Audit services provided by our independent registered public
accounting firm, Ernst & Young LLP, are subject to a policy of the Company regarding the
Pre-Approval of Audit and Non-Audit Services. The Audit Committee monitors audit services
engagements, reviews such engagements at least quarterly, and approves any changes in the terms,
conditions, fees, or scope of such engagements. The Audit Committee has pre-approved certain
services, including the following:

» services associated with registration statements, periodic reports and other documents filed with
the SEC, and services related to securities offerings and responses to SEC comment letters
(e.g., consents and comfort letters);

« consultations and assistance related to accounting, financial reporting or disclosure matters, and
the actual or potential impact of final or proposed rules, standards of interpretation by the SEC,
FASB, or other regulatory or standard-setting bodies;

* audit related services; and
* tax services.
The following services require specific pre-approval of the Audit Committee:
+ annual audit services engagement, terms and fees, including required quarterly reviews;

s attestation engagement for the independent registered public accounting firm’s report on
management’s report on internal control for financial reporting; and

« audit of 401{k) plan(s) for the fiscal year end.

In accordance with SEC rules and regulations, the following services will not be provided by the
independent registered public accounting firm:

» bookkeeping or other services related to the accounting records or financial statements of the
Company;

» financial information systems design and implementation;

* appraisal or valuation services, fairness opinions or contribution-in-kind reports;
* actearial services;

* internal audit outsourcing;

* management functions;

* human resources;

* broker-dealer, investment adviser or investment banking services;

* legal services; and

42




* expert services unrelated to the audit.

A copy of this policy is available on our website, www.si-intl.com, and is also available in print, free of
charge, to any stockholder who requests it.

Each year, the independent registered public accounting firm’s retention to audit the Company’s
financial statements, including the associated fee, is approved by the Audit Committee and the
appointment of the independent registered public accounting firm is presented to the stockholders for
ratification. The Audit Committee of the Board of Directors believes that the provision of services by
Ernst & Young LLP is compatible 'with maintaining such auditor’s independence.

During the course of the fiscal year and in accordance with this policy, the Audit Committee will
evaluate known potential engagements of the independent registered public accounting firm, including
the scope of work proposed to be performed and the proposed fees, and approve or reject each service,
taking into account whether the services are permissible under applicable law and the possible impact
of each non-audit service on the independent registered public accounting firm’s independence from
management.

OUR AUDIT COMMITTEE AND BOARD UNANIMOUSLY RECOMMENDS THAT THE
STOCKHOLDERS VOTE “FOR” RATIFICATION OF THE APPOINTMENT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM.
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DEADLINE FOR STOCKHOLDER PROPOSALS

Pursuant to Securities Exchange Act Rule 14a-8(e), proposals of stockholders intended to be
presented at the 2009 Annual Meeting of Stockholders must be received by the Secretary of the
Company at our principal executive offices at 12012 Sunset Hills Road, Reston, Virginia 20190, not
later than January 9, 2009 for inclusion in the proxy statement for that meeting. Under our Bylaws, a
stockholder must comply with certain procedures to nominate persons for election to the Board of
Directors or to propose other business to be considered at an Annual Meeting of stockholders. These
procedures provide that stockholders desiring to make nominations for Directors and/or to bring a
proper subject before a meeting must do so by notice timely delivered to the Secretary of the
Company. The Secretary of the Company generally must receive notice of any such proposal not less
than 45 days or more than 75 days prior to the first anniversary of the date on which the Company first
mailed its proxy materials for the preceding year’s Annual Meeting of stockholders. In the case of
proposals for the 2009 Annual Meeting of Stockholders, assuming the meeting is held within 30 days of
the anniversary of the 2008 Annual Meeting of Stockholders, the Secretary of the Company must
receive notice at our principal executive offices in Reston, Virginia not earlier than February 23, 2009
and not later than (a) March 25, 2009 other than proposals intended to be included in the proxy
statement and form of proxy, which, as noted above, the Company must receive by January 9, 2009). If
the 2009 Annual Meeting of Stockholders is not held within 30 days of the anniversary of the 2008
Annual Meeting of Stockholders, the Secretary of the Company must receive notice of any proposal at
our principal executive offices in Reston, Virginia no later than the later of the 90" day prior to the
2008 Annual Meeting of Stockholders or the 10 day following the day that the notice of the 2008
Annual Meeting of Stockholders was mailed or public disclosure was made.

Generally, such stockholder notice must set forth:

* as to each nominee for Director, all information relating to such person as would be required to
be disclosed in solicitations of proxies for the election of such nominees as Directors under the
proxy rules of the SEC,

* as to any other business, a brief description of such business, the reasons for conducting such
business at the meeting and any material interest in such business of the stockholder and the
beneficial owner, if any, on whose behalf the proposal is made, and

* as to the stockholder giving the notice and the beneficial owner, if any, on whose behalf the
nomination or proposal is made, (i) the name and address of the stockholder (as they appear in
the Company’s books) and beneficial owner, (ii) the class and number of shares of the Company
that are owned beneficially and of record by the stockholder and the beneficial owner, and
(iii) whether either the stockholder or the beneficial owner intends to deliver a proxy statement
and form of proxy to holders of, in the case of a proposal, at least the percentage of the
Company’s voting stock required under applicable law to carry the proposal or, in the case of a
nomination or nominations, a sufficient number of holders of the Company’s voting stock to
elect the nominee or nominees.

A copy of the Company’s B_vlaWs is available in print free of charge to any stockholder who
requests it.

Management proxies will be authorized to exercise discretionary authority with respect to any
stockholder proposal not included in our proxy materials unless (i} assuming the meeting is held within
30 days of the anniversary of the 2008 Annual Meeting of Stockholders, we receive notice of such
proposal by the later of the 45th day prior to such Annual Meeting and (i) the conditions set forth in
Rule 14a-4(c){2}(i)-(iii} under the Exchange Act are met.




ADDITIONAL INFORMATION

Management knows of no matters that are to be presented for action at the Annual Meeting other
than those set forth above. 1f any other matters properly come before the Annual Meeting, the persons
named in the enclosed form of proxy will vote the shares represented by proxies in accordance with
their best judgment on such matters.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our Directors, officers and certain persons who own
more than 10% of our common stock to file with the Securities and Exchange Commission reports
concerning their beneficial ownership of our equity securities. These persons are required to furnish us
with copies of all Section 16(a) forms that they file. To our knowledge, based solely on our review of
the copies of such forms received by us from our Directors, officers and greater than 10% beneficial
owners, all of these reports were filed on a timely basis. There was, however, an Amended Form 4
filing for Mr. Ray Oleson to clarify the amount of shares beneficially owned. We believe that all
Directors and officers of SI International subject to Section 16(a) reporting are current in their
reporting obligations thereunder, except as noted above.

By Order of the Board,

MJ}Q@&“‘\

RAY J. OLESON
Chairman of the Board of Directors

Reston, Virginia
April 18, 2008
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ANNUAL MEETING

INT

OF STOCKHOLDERS OF

ERNATIONAL

June 9, 2008

Please sign

, date and mail

your proxy card in the
envelope provided as soon
- as possible.

I <c0330000000000000000 9

009048

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF DIRECTORS AND “"FOR” PROPOSAL 2.
PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE (N BLUE OR BLACK INK AS SHOWN HERE IZI

FOR AGAINST ABSTAIN

1. To elect S. Bradford Antle, Maureen A. Baginski and James E. Crawford, 2. To ratify the appointment of Emst & Young LLP as S D D D
International's independent registered public accounting firm

lil as Directors serving a three (3} Year term
NOMINEES:
D FOR ALL NCMINEES O S. Bradford Antle
O Maureen A. Baginski
WITHHOLD AUTHORITY © James E. Crawford, Il

for the current fiscal year.

In the discretion of the proxies named herein, the proxies are authorized to vote upon

FOR ALL NOMINEES such other business as may properly come before the meeting.
|:| o hosuctions biow) THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER
DIRECTED HEREIN BY THE UNDERSIGNED STOCKHOLDER. IF NO DIRECTION

INSTRUCTIONS;To withhold authority to vote lor any individual nemingefs), mark “FOR ALL EXCEPT™
and fill i the circle next 10 each nomines you wish to withhold, as shown here: @

To change the address on your account, please check the box at right and

Indicate your new address in the address space above. Please note that

ﬂange{r,h tgd the registered name(s) on the account may not be submitted via
s me .

IS MADE, THIS PROXY WILL BE VOTED FOR PROPOSALS 1 AND 2. THE
BOARD RECOMMENDS A VOTE FOR ALL PROPOSALS.

PLEASE VOTE, SIGN, DATE AND RETURN THE PROXY CARD PROMPTLY
USING THE ENCLOSED ENVELOPE.

Signature of Stockhelder | lDate: |

|Sbgnature of Stockholder L \Date: |

Noto: Please sign exactly as your name or names appear on this Proxy, When shares are held jolnaly
- full titte as such. f the slgner is a corporation, please sign full corporate name by duty authorizi

, each holder should slgn,  When signing as executor, administrator, attomay, trustee or
officer, giving tull title as such. if signer is & partnarship, please sign in partnership name

ardian, please give
authorized person. [ ]



PROXY
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF

INTERNATIONAL

The undersigned hereby appoints James E. Daniel Ili and Thomas E. Dunn proxies, each with
the power to act without the other and with power of substitution, and hereby authorizes them to
represent and vote, as designated on the other side, all of the shares of stock of Sl International, Inc.
(the "Corporation") standing in the name of the undersigned with all powers which the undersigned
would possess if present at the Annual Meeting of Stockholders of the Corporation to be held at the
Skyline Room of the Tower Club, 8000 Towers Crescent Road, Suite 1700, Vienna, Virginia, 22182,
8:00 a.m. local time on June 9, 2008, or any adjournment thereof.

(Continued, and to be marked, dated and signed, on the other side.)
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Stockholder Information

Stock Listing

Si international, Inc. is traded on the NASDAQ Global
Market under the symbol “SINT."

Corporate Headquarters

Sl International, Inc.

12012 Sunset Hills Road, Suite 800
Reston, VA 20150

703-234-7000

Stockholder Services

Questions concarning registerad stockholder accounts,
including namea or address changes and transfers, should
be directed 1o our transfer agent;

American Stock Transfer & Trust Company
Attn: Shareholder Services

59 Maiden Lane

Plaza Level

New York, NY 10038

(800) 937-5449

Independent Registered
Public Accounting Firm

Ernst & Young LLP
8484 Westpark Drive
McLean, VA 22102

Safe Harbor

Annual Meetings

The 2008 Annual Meeting of stockholders will be held
at 8:00 a.m. (EDT) on Monday, June 9, 2008 at:

The Tower Club at Tysons Comer
8000 Towers Cresent Drive, Suite 1700
Vienna, VA 22182

Annual Report on Form 10-K

Copies of Sf international’s 2007 Form 10-K filad with the
Securities and Exchange Commission may be obtained

at no charge by calling S/ International’s Investor Relations
Departiment at 703-234-6900 or by sending an email to:
investors@si-intl.com

Additional nformation

St international's Web site (www.si-intl.com) contains
information such as corporate news releases, managerment
profiles, corporate governance, financial results, and SEC
filings. Inquiries for addiional investor information should
be directed to:

Alan Hill

Vice President

Corporate Communications & lnvestor Relations
703-234-6854

alan.hill@si-intl.com

Cenan statements n the Annual Report contan forward-lookng statements  The use of words such as “may.” “rmight.” “will.” “should.” “ex

“estmates.” aniends.” “fulure.” “potental.” or “continue.” the negative of these terms, and other comparable termenology are ntended to deniiy jorwe

defred by the sale harbor provisions under the Prvate Secunties Livgauon Reform Act of 1995 These staterents are only pred:ctons based

T plans.” antcipates.” “beheves.”
‘sokeng statements and
N our Current expectat:ons and

progections about future events Because these lorward-lookung staterments inwvolve risks and uncerta nies. there are smpertant tactors that could dause our actual resdwis. leve' of
acimty, periormance or achevements to differ mat y trom the resulis. level of actwily. performance or achieverments expressed or mmphed by the tosward-lock.ng staterments These
nsks and uncertanties nclude ifferences belween authonzed amounts and amounts recened by Sf international under government contracts. ghvernment gustomaers’ fature 1o
axercise options ungder contracts. changes in Federal govarnment (or other applicable) procurement laws. regulahion pohcies, and budgeats. S nternational’s abiity to attract and retamn
qualfied personnei, and other risks tlescnibed n the "Risk Factors™ section discussed in our Form 10-K for the fiscal year ended December 28, 200
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